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Present 

F. GORE-BROWN E, Esq., K.C. f. Chairman ). 
Sir WALTER W. BERRY, K.B.E. 

W. J. DAYIS, Esq. 

W. A. JEPSON, Esq. 

L. A. MARTIN, Esq. 

W. M. AC WORTH, Esq. 

S. J. PAGE, Esq. ( Secretary ). 



FIRST DAY. 



MR. J. H. BALFOUR BROWNE, K.C., appeared 
for The Federation of British Industries 

SIR JOHN SIMON, K.C., SIR LYNDEN 
MACASSEY, K.C., MR. BARRINGTON WARD, 
R.C., and MR, BRUCE THOMAS appeared for the 
Railway Companies’ Association. 

MR. ROWLAND WHITEHEAD, K.C., appeared 
for the St. Helens and Widnes Manufacturers and 
Traders. 

Chairman: This is a Reference directed by the 
Minister of Transport in pursuance of the Ministry 
of Transport Act, 1919, and the Minister invites the 
Rates Advisory Committee to advise him upon the 
question of the revision of railway rates, tolls, 
and charges. The Terms of the Reference 
are: “The Minister having determined that 

a complete revision of the rates, fares dues, 
tolls, and other charges on the railways of the 
United Kingdom is necessary, the Committee are 
desired to advise and report at the earliest prac- 
ticable date as to: — (1) The principles which should 
govern the fixing of tolls, rates, and charges for the 
carriage of merchandise by freight and passenger 
train and for other services. (2) The classification 
of merchandise) traffic, and the particular rates, 
charges and tolls to be charged thereon and for the 
services rendered by the Railways. (3) The rates 
and charges to be charged for parcels of perishable 
merchandise and for traffic conveyed by passenger 
train or similar service including the special service 
in connexion with such traffic.” 

This Committee have decided to divide the inquiry 
into parts and to deal first with the question which 
is No. 1 there: the principles which should govern 
the fixing of tolls, rates, and charges, reserving until 
a later date' classification, after we know what the 
general principles are which are to govern the fixing 
of the rates. As is known, the Minister directed 



MR. ROWLAND WHITEHEAD, K.C., and MR. 
EDWIN CLEMENTS appeared for the Iron and 
Steel Federation. 

MR. G. H. HEAD appeared for the Livestock 
Breeders’ Association. 

MR. JACQUES ABADY (instructed by Sir 
Thomas Ratcliffe-EUis) appeared for the Mining 
Association of Great Britain. 

letters of inquiry to be sent to certain leading bodies 
in the country asking their opinion in general 
terms upon the revision of rates. He invited, in the 
first place, suggestions . generally, whether the system 
was considered satisfactory or whether any changes 
in the system generally were desired. I think 
to that practically no answer was given ; no 
one suggested that the general system should 
be changed. The Minister also added a number of 
questions and to those answers have been given, 
which answers have been circulated as a Parlia- 
mentary Paper, and probably are in the hands of 
the majority of you. It is mainly upon those ques- 
tions that we are to inquire to-day. In the first 
instance' Sir George Beharrell will make a statement 
on behalf of the Ministry of Transport upon the 
general position. I do not think it can be called 
giving -evidence ; it will be putting before us what are 
the matters to which our attention ought mainly 
to be directed. After' that I propose to ask the 
Federation of British Industries and the Association 
of British Chambers of Commerce — who have given a 
combined answer to the questions that were put 
before them — to lay their' case before us. I believe 
that Mr. Balfour Browne acts on behalf of both 
so that it is not necessary to say which of the two 
would go first. It will then be followed by the other 
important bodies who have been consulted, and if 
there are representative people who have different 
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views we would hear what they wish to put forward. 
So far as possible we will avoid dealing with mere 
private interests, at all at this first stage of the 
Inquiry. No doubt, much smaller interests will 
necessarily have a voice when we come to classifica- 
tion, because the principles will not he common to 
all in that Inquiry; but so far as where it is a 
general principle we have the advantage now, which 
I think we have never had before, of having really 
representative bodies who can speak for the bulk 
of the traders — if not for the traders as a whole — 
and which ought to make our Inquiry very much 
easier than it has been on previous occasions. 1 should 
like to say one thing with regard* to it. So far as 



correspondence has gone up to the present, there 
appears to me to be an admirable spirit on both sides, 
and both traders and railway people are really out 
to do what is best for organising the trade of the 
country ; and I hope — I may say believe — that this 
Inquiry will be much more in the nature of a friendly 
contest of who can help the other most than be the 
case of a bitter fight, as at has been on some previous 
occasions. I think both parties are out to help each 
other to do what is best, and I expect we shall find 
there is a great deal of give and take before we 
are done. Perhaps Sir George Beharrell will now be 
good enough to make his statement. 



Sir J. George Beharrell, D.S.O. 



(Director-General of. the. Finance and Statistics Department of 
Ministry of Transport), called. 



the 



1. Chairman: If you would kindly make a short 
statement as to the general matters which render a 
revision useful, we shall be obliged to you. — I think 
probably, Sir, it would be useful at the outset to 
try and cast our minds to what is the present posi- 
tion and machinery for dealing with railway rates 
at the present time. As everyone here knows the 
rates have their foundation on the maximum powers 
which were conferred upon the Companies in the 
revisions of 1891 and 1892; but the .rates based on 
those scales cover a very small proportion of the 
traffic. I have no definite figures as to the per- 
centage of traffic carried at other than the scale 
rates, but it must be a very large percentage. The 
recording of these rates is a very difficult and 
•cumbersome piece of work. Anyone familiar with a 
rate book at a large station will know the difficulties 
which are involved in even keeping those books up-to- 
date with the constant changes which had to be 
made at any rate before the war. Each new rate 



or alteration of rate where more than one Compan)* 
was affected involved correspondence with the Com- 
panies directly concerned and, in many cases, Com- 
panies more remotely concerned. That correspondence 
involved considerable delay, and often resulted in 
the subjects being discussed at conferences of rates 
■clerks, managers, and sometimes the General 
Managers themselves. The number of books is itself 
a serious item, and the staffs at the headquarters of 
railways must have come to a very large sum of 
money ; how much I cannot saj, but I have no doubt 
if you wished it you could get figures on that point. 
The only reason why I mention the fact of the staffs 
and the expense of books, and so on, is to emphasise 
that all these services are not carried on at the ex- 
pense of the Railway Company : in the end they must 
be borne by the traffic, and' that all the efforts to 
simplify rates should in the end benefit not only 
the Companies and the clerks, but also the traders, 
as it should result in some reduction in the expenses 
of working the line. I have endeavoured to prepare 
for you under separate headings a few of the main 
principles to which you will probably have to devote 
considerable time in discussing this Inquire, and 
with your permission I would like now to take’ these 
in detail. 

2. I see you have a note which you were good 
enough to let me have, and you put classification 
first.- -Yes. J put that first because I think that 
probably must be the ground work of any new system 
of rates. I think there is no difference of informed 
opinion that you must have a sound classification 
before you can begin to attempt a revision of the 
rates of the country. Some people have talked about 
a wagon charge irrespective of whether it contained 
diamonds or coal, but I think that is merely the 
dream of a visionary, and you must have a classifica- 
tion which takes into account such things as the cost 
of the services, the way the traffic loads, its bulb 

W6ight ’ its risk of damage, and last, 
pi obably it was a very prime consideration before 
but 1 think too much could be made of it yet it 

C ind n °;ts lg, p + red y? nd £ that ^ the value of the article 
, 1 lts ability, therefore, to bear transportation 
•charges. 

3. I think all parties who have answered the 
■question seem to desire that the classifications should 



be maintained on somewhat their present lines ; there 
possibly may be modifications, and no one has sug- 
gested that any other principle should be adopted ?• — 
That is so; on present lines. But I think you would 
probably wish to have a very open mind as to the 
numbers of classes for which you may think it 
desirable to provide. 

4. The next matter of importance to which you call 

attention is whether there should be fixed a maxima, 
o" whether the Ministry, after the advice of this 
Committee, should fix working rates? — Yes. That 

is,, of course, one of the most important principles, 
if not the most important principle, which will fall 
to be considered by you and your Committee. 

5. Might I stop you for one moment, Sir George? 
Strictly, under the • Ministry of Transport Act, the 
Minister has certain powers, and those powers have 
got limits ; but can you tell me whether it would be 
probable that, as a result of this Inquiry, there 
would be an Act of Parliament, so that we need not 
confine ourselves strictly to what is within the 
Minister’s powers, becaaise he would be seeking the 
authority of Parliament to put in force whatever is 
ultimately decided to be best? — Obviously. The 
present powers of the Minister will have a time limit 
which will expire in August, 1921/ and it is genera Illy 
understood that the first Ministry of Transport Act 
must be folio-wed by a second Act dealing with the 
future of the railways and, no doubt, at the same 
time putting on to a permanemt basis the arrange- 
ments which may be decided upon for. charging the 
traffic. 

6. So that really what we are concerned with is 
what 1 may call a future Act of Parliament, and we 
need not stop to ask ourselves whether it falls within 
the Minister’s immediate powers? — Clearly. 

7. 1 think you were speaking of maxima when I 
interrupted you? — Yes. The companies had maxi- 
mum powers in .the past, but, as I have explained, 
they have applied only to a very small proportion of 
the traffic. But the Act of 1894 and the interpre- 
tation that was put upon it really resulted in most 
cases in the rates of 1892 becoming the actual 
maxima. It was only with considerable difficulty 
and after serious delays that increased rates could 
be put into operation, and we really have had a very 
cast-iron system from 1894 up to the present time. 

8. Has that affected the practice of the railway 
companies in regard to trying experiments, and so 
forth? — I should say undoubtedly it has; but prob- 
ably the companies’ witnesses themselves could 
speak with more definity on that point. However, 
from my own knowledge, I know it has restricted 
often a consideration of experimental rates. 

9. They feared to put a rate down for fear they 
would never be able to put it up again? — That is so. 

10. Mr Jepson : And also the limitation of the 
maximum of 1892 interfered with the general advance 
of 1913? Certainly. The maximum charges have 
been tried in various parts of the world. I think I 
am right in saying that to-day they are practically 
non-effective everywhere. Either the working rates 
are the limit or the maximum powers are so far away 
from the working rates as to have no effect on the 
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•charges which are imposed. Take, for example, the 
present situation, ri you decide on fixing revised 
maxima would you have regard to the present high 
costs of working the railways? It would be exceed- 
ingly difficult, L think, to decide on any suitable 
maxima at the present time. We have just heard 
this morning of another increase on fuel of 14s. 2d. 
a ton, which will seriously affect the working expenses 
of railways, and who can say that we have reached 
the highest point? On the other hand, if you fix 
maxima sufficiently high to provide for these wide fluc- 
tuations it might result in the maximum chargeable 
figures being placed on a basis which would be quite 
ineffective as a controlling factor in the level of rates. 
I think you are really driven to consider the adoption 
of some more practicable method of dealing with this 
most intricate, question. There is a good deal to be 
said in favour of tariffs or scales of rates in the place 
of maximum charging powers ; and it. seems desir- 
able, I think, subject to satisfactory safeguards for 
all interests — railways and traders — that there should 
be much greater elasticity so as to provide for re- 
visions of charges either up or down the suggested 
varying circumstances of trade on the one hand, or 
to meet the fluctuating costs of operation on the other. 
Changes of rates should, however, he always subject to 
due notice, and provision should also be made for a 
satisfactory appeal. The right of appeal in the past 
in regard to railway rates has been somewhat re- 
stricted. There was an undoubted right of appeal on 
the ground of undue preference : but I should hesi- 
tate, in front of so mariy distinguished lawyers, to say 
what was the traders’ right of appeal on the ground of 
unreasonableness. T am not sure that even they would 
agree. If maximum powers are not retained the ques- 
tion of affording adequate protection will require your 
closest consideration An unrestricted right of appeal 
on the ground of unreasonableness may meet the case, 
provided such appeal could he heard without the delay 
and expense involved in the present 'procedure. But 
I think this would only be practicable if recognised 
scales covering a very large percentage of the traffic 
were put into operation. The right of appeal with 
the present system of exceptional rates, running into 
lipmy million?, would become unworkable, and the 
whole of the time would be occupied in dealing with 
these appeals. You must get them first of all, I 
think, on to a satisfactory basis, and then the ap- 
peals would be few and far between, T feel sure. 
That brings me on to the point of exceptional rates. 
The rate books, as 1 have explained, are very com- 
plicated owing to the fact that there are no scale 
rates of general application. Each station has its in- 
dividual rates and its own particular rate books, and 
the existence of these innumerable rates with their 
many varieties of conditions renders the task of the 
rates clerk an exceedingly difficult one, and the task 
of the trader in keeping track of the proper charges 
almost an impossible one. It is probably not wide 
of the mark to say that, apart from that development, 
that is, only counting one rate once, there are ap- 
proximately 100,000,000 rates in existence in Great 
Britain to-day. It is therefore extremely desirable 
to explore as far as ever you can whether some means 
can be devised which would result in a, simplification 
of the rate-making of the future. 

1’. Chairman : It may be a question of considerable 
difficulty and one that could not be answered offhand, 
but will it be possible in your opinion to sweep away 
all exceptional rates and substitute scales, or will it 
be necessary that same provision should be made for 
maintaining certain exceptional rates, even if we have 
carefully constructed scales? — I would not like to say 
this morning that it would be possible to sweep away 
all exceptional rates, but I do think that carefully 
framed scales would wipe away a very large proportion 
of the exceptional rates of the country. There may 
be cases where the scales could not he rigidly applied. 
One example of that would be the competition be- 
tween ports. You would unduly congest and unduly 
deprive another port of traffic if you adopted a 
strictly mileage basis. I think probably one example 
of the ’ evils of a strictly mileage basis in relation to 
port traffic could be found in tlie case of Belgium, 



where in spite, of all the efforts that could be made 
Zeebrugge never became an important port because of 
its geographical position and the rigid mileage scales 
which were in. operation in that country. But I do- 
not think that the necessity for dealing with these 
exceptions need deter anyone from embarking on the 
adoption of scales which would be charged automati- 
cally as a general principle. I think that variations' 
from scale should in every case be most closely scruti- 1 
nised, and concessions should only be given when the 
necessity has been fully proved ; and, further, 1 
would suggest that the reduction required would have 
to be a substantial one. - 1 do not think you would be 
justified in departing from your scale for a small frac- 
tional adjustment of a rate. The benefit to be de- 
rived from the scale, I think, would wipe away any 
disadvantage from rates being to a small extent con- 
sidered not quite appropriate. 

12. You mean that 3 per cent, or 4 per cent, ought 
not to be considered a good reason for maintaining an 
exceptional rate? — No, I should think not so. 

13. There is one matter with regard to exceptional 
rates which has been brought rather strongly to the 
notice of this Committee. A question was referred to 
us as to whether anything could be done to secure 
that carriage by water continued to get its fair 
amount of traffic, so as to relieve the-congestion upon 
railways. When we looked into that matter we. 
found there was an enormous' number of exceptional 
rates which had been created by . the railways at the 
time when water competition was a serious element. 
Now, having regard to the great increase in the cost 
of carriage by water, that competition has dis- 
appeared altogether, and the Government have been 
in the position of actually subsidising the water 
carriage in order to prevent a great bulk of heavy 
traffic being thrown on the railways which it was 
impossible- at that time — I do not know what it will 
be in the future — for the railways to carry. With 
the absence of water competition, would a great 
number of exceptional rates become anomalous? — I 
think they would. There is no doubt that the whole 
question of these exceptional rates will have to be 
considered in the light of the present conditions as 
to competition and not to the conditions which 
obtained 20 or 30 years ago. The increased cost of 
labour has, I think, affected other forms of transport 
per ton of traffic carried probably more than it has 
the railways. The number of men required for a 
given number of tons is probably less in working 
traffic by rail than in any other form of carriage, 
and to that extent I think, therefore, the increase 
has not been so great on railways as on, say, water or 
canal traffic. 

14. The number of exceptional rates, and some of 
the very low exceptional rates created by water com- 
petition, is very great, is it not? — Yes, very great. 
The effect is not limited to the port where the com- 
petition exists, but other rates have to be shaded off, 
and it spreads and spreads until a very large pro- 
portion of the rates in this country are affected by 
the old competition rates. 

15. That is a matter which we shall obviously have., 
to consider? — Yes, I think so. 

16. If it becomes a question of exceptional , rates 
some of them have maintained, I suppose numerically, 
there still would be a large number, and. if ' the 
traders and the railways could agree as to which 
should be maintained.it would be excellent and 
nothing could be better. But supposing they do not 
agree, I presume it must come before some Tribunal. 
Have vou considered at all what sort of Tribunal 
would have to decide whether an exceptional rate, 
first of all in the interests of the public generally, 
ought to be allowed for fear of undue preference or 
something similar to undue preference;- and, 
secondly, ought it necessarily to be imposed -on the 
railways even if they were not willing? — I think the : 
question of the Tribunal for hearing disputes of that 
kind is one. which will fall to be dealt with in the - 
next Transport Act; but I think there: can be no 
difference of opinion that efforts should be made to 
get a more simple form of procedure than obtains 
to-day for the hearing of disputes. 
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17. After all, this is much more a practical ques- 
tion than a legal question? — Yes. 

18. The Railway Commissioners sit largely as a 
judicial body. Now, deciding the fitness of a rate is 
hardly a judicial or legal question, it is much more 
a matter for men of business and experience, is it 
not?— Yes, much more and I hope that a Committee 
based (if I may say so) somewhat on the lines of the 
present Committee over which you preside, would 
deal with disputes of that kind. 

19. If the number off exceptional rates was to be 
very large, it might take 20, 30, or even 60 years to 
dispose of them? — That is where I say the excep- 
tional rates should be kept down to the loivest pos- 
sible minimum,. and only granted on very good proof 
being given that they are absolutely necessary, and 
that the difference required is a substantial one. 
Another point arises in connection with the scales of 
rates, and that is how would you provide for what 

has undoubtedly been a convenience in the past 

namely, the grouping of stations for certain traffics, 
especially the long distance traffic. .A considerable 
Volume of traffic now passes at these particular rates. 
But I do not think that these groups need interfere 
with the principle of the adoption of scales ; it could 
be met, I think, by fixing a mean distance applicable 

to each group, but the groups would have to be as 

m the case of exceptional rates— subject to clbse 
scrutiny and approval, so ,as to be quite sure that 
only reasonable grouping is adopted. There, again, 
probably the appeal would have to be to the same 
body as that which we have just been discussing. 

20. Would yjou recommend that such a body should 
he hound by strict rules or that it should be'entitled 
to say: “ We think this reasonable, and there’s an 
end of it”? — I think it should look at it from a 
broad commercial point of view, and should not be 
bound by strict rules, otherwise anomalies are hound 
to crop up. There must be a marginal case, and the 
Committee should not he bound to slay: “ This is 
just outside and we cannot deal with it.” 

21. Then, would export rates fall within general 
principles? — Yes. I think so. Export rates have 
been granted in the past and have proved of un- 
doubted benefit to a large volume of trade in the 
country-. They- have been lower in amount than the 
rates to the ports for local consumption, but they 
have not been generally applicable to a particular 
tiaffic. So far as I aim aware, export rates have 
been put into operation from a particular station 
with certain conditions to a particular port, but 
a rival trader at a neighbouring station did not auto- 
matically get the benefit of rates of that description; 
special application had to be made .and the circum- 
stances of each case was . considered apart. Now, £ 
think these export rates could he provided for in one 
of two ways. They could he carried at a rate ap- 
plicable to .a. lower class, or they could be provided 
for by a percentage reduction from the ordinary rate 
for the particular traffic, whichever was thought to 
be the more appropriate. In either event, it would 
not interfere with the adoption of the principle of 
uniform scales for a large bulk of the traffic. 

22. The substance of what you are calling our atten- 

tion to is that it is desirable that export rates should 
he uniform and notable rather than, as at present, 
granted casually and without publicity? — Yes. I 

would say- rather more than uniform; I would say 
of general application. 

23. Yes. Then does that finish what you want to 
say about export rates?— Yes, I think it does. 

24. The next thing you have noted is the continu- 

ous mileage? 5 es . There we seem to have reached 
a considerable degree of agreement. It seems to be 
generally conceded that rates should now be 
based on the continuous mileage principle; 
and 1 think that is sound. If scales are 
adopted they would * doubtless have to be 

applied by the shortest practical working 

route, due regard being had to circun.- 

stances justifying bonus mileages, but the 



alternative routes would have to be reasonable, 
with fixed mileage scales. I do not think that a 
route 100 miles, for example, longer than the shortest 
route, in a small country like this should be re- 
garded as a reasonable alternative, but that would be 
a matter, I think, for consideration later as to what 
would be a reasonable alternative. I do not think 
that the adoption of the continuous mileage principle 
need prevent what you will undoubtedly have to 
consider, and that is the adoption of varying scales 
for the same class of traffic in different parts of the 
country. Instances are well known where there is 
a dense traffic, for instance, South Wales coal, which 
is carried at rates, and may' possibly be able to he 
carried in the future at rates, which would he re- 
munerative, but which would be entirely unremun- 
erative if applied to the less dense traffic in ether 
parts of the country. I think you may find there 
will be certain traffics confined to particular areas 
which could have their own scales and not interfere 
in any way . with the principle of the continuous 
mileage. 

25. That interferes rather seriously with the idea 
of uniformity. Perhaps uniformity is impossible in 
a country like this? — I think it is. I think if we 
aim for cast-iron uniformity we should be striving 
for the impossible ; and if by any chance you did 
get close uniformity and it was regarded as cast- 
iron it would re-act very seriously on trade and com- 
merce in various parts of the country. There must 
be some traffics where you have specially to legislate 
for them to enable them to pass, and it is possible 
for them to pass and still leave considerable return 
to the companies. 

26. Could this he met by giving them the opposite 
of a bonus mileage — a minus mileage? — It could; but 
I am afraid I do not quite like the suggestion. I 
think scales could be provided which need not inter- 
fere with the general scales. 

27. Mr. Jepson: There would not be many of such 
cases you mention, like the dense coal traffic of 
South Wales? — No; hut there will be a few cases. 
I think. 

28. Chairman: I notice in the old Acts the North 
Eastern Railway had a special scale for shipping 
coal? — Yes; that was the only company which had a 
special maximum power for shipping coal. That was 
only on the old Blyth and Tyne; only on one small 
section of the line. 

29. Then there is the tapering? — Yes; we then 
come to consider the relation of the scales one with 
another. I have prepared, in the first place, two 
diagrams, hut I am sorry that copies are not yet 
ready. They show the relation of the present con- 
veyance powers generally applicable in this country. 

I think it is the North Western scale. And I there 
show what was the relation between the maximum 
conveyance powers for the eight different classes 
and their present relation, with the percentage 
addition which was imposed in January last; and you 
will see how much wider the taper or the fan has. 
become. 

30. For 'Class A it runs across there. (Indicating.) 
lor Class 5 it goes up to there ? — Yes, that is right. 

31. The other classes come in between? — Yes, fairly 

regular steps. . ’ ' . 

32. A sort of fan? — Yes. 

33. Mr. Jepson: Is that the diagram showing the- 
old maximum? — Yes. 

34. Mr. Acworth : This is the old maximum? — Yes,, 
the old conveyance maximum. 

35. Chair mail, : This one is the old percentage- 

granted on the 15th of J anuary of the present year- 
added. Class A remains down there, but Class 5 has. 
gone up a great deal higher? — Yes. 

36. The differences, being greater than they were- 
previously ?— -That is so. 

37. Mr. Balfour Browne : Does that include C and 
D rates? — It is conveyance only: 

38. Mr. Jepson: Then it must be that you have 
applied to the old diagram, which represented the 
maximum for conveyance, the percentages which 
were given to actual rates — you have applied that to- 
the maxima ? — Yes, that is so. 
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39. So that this- new diagram is maxima, subject 
to the percentages which were applied to actual 
rates?— That is so. 

40. Chairman: A diagram like this cannot expect 
to give it exactly, but it gives an idea? — It takes 
into no account the fiat rate addition imposed in 
January last — only the percentage addition. 

41. Mr. Jepson: (If course, you could not have, got 
lines representing the actual rates? — No. 

42. Mr. Acworth: It excludes terminals? — Yes, 
■certainly. I am coming to terminals in a few 
moments. The reason I produce the document is 
that we come to realise at once the importance of 
the relation of the charges for the various classes, 
and, of course, the- charges for exceptional traffic 
which you may take into consideration. It is also 
extremely important, I think, to keep in mind the 
relation of the charges for the same traffic for varying 
distances, so that the longer distance traffic may not 
be unduly penalised, or preferred, as the case may 
be, but each grade of distance bearing its fair share 
of. the cost of transportation. 

Chairman : It obviously will be one of the ques- 
tions we shall have very carefully to consider, and on 
which we- shall' want great help, what is the proper 
graduation between various classes of articles and 
what is the proper taper in regard to distance ; and 
that it a question which is rather difficult to put in 
abstract words. I have been thinking of this myself 
beforehand, and I prepared a small table which has 
no merits except that the figures- are round, and I 
propose to read it out in order that it may get upon 
the notes and! that people afterwards may say whether 
in their opinion the graduation is too steep or not 
steep enough, and the tapering too rapid or not rapid 
•enough. It will be a basis on which to work. It is 
not very far distant from the present one, but it does 
not pretend to be the present arrangement. Now. the 
figures are these: Coal, and iron ore. 100 ; the rest of 
Class A, 105 ; Class B, 130 ; Class C, either 190 or 200 • 
Class I, 250 ; Class II, 300 ; Class C, 350 ; Class IV, 
400 ; Class V, 500. Those being in each oase for the 
first 20 miles — the rate per ton for the first 20 miles. 
Then the table forme the same square we are so 
familiar with in the old original orders. If the first 
•20 miles is treated as being 100, the next 30 miles 
should bear a ton mile rate to that of the first 20 
miles of either 85 per cent, or 80 per cent. — 85 per 
cent, is about the present one for all classes — but as 
the distance increases the taper should not be the 
same for all classes. When one comes to the 50 
miles — from 50 to 100 — the scale set forth, shows that 
coal and Class A should be 50 per cent, of the ton 
mile rate of the first 20 miles ; that Class B should 
be 60 per cent, of the ton mile rate of the first 20 
miles; that Class C should be 66 per cent, of the ton 
mile rate of the first 20 miles; that Classes I to V 
should be 75 per cent, of the ton mile rate for the 
fii st 20 . miles ; and that for the rest of the distance 
—the distance over 100 miles— coal, Class A, Class B 
and Class C would each of them be 40 per ’cent, of 
the charge for the ton mile rate for the first 20 miles ; 
and Classes I to V should 1 be 60 per cent. As I have 
said, that does not claim any merits except that the 
figures are verj' round, and that they are not very 
far distant from the present ones ; but what I am 
asking is that that scale should be considered and its 
defects pointed out, and -an appropriate scale sug- 
gested by those who are experts in the matter. One 
other question will arise immediately in connexion 
with that. The general English scale is the first 20 
miles, next 30, next 50, and the rest. The Scottish 
and North Eastern scale is, the first 10 miles, next 
10, next 15. For Classes A, B and C the North 
Staffordshire scale is 10, 10, 10, and the rest of the 
distance. I think that in the Scottish and in the 
North Eastern wagons are provided, but they are not 
in the general English scale, and we should want to 
know the opinion of traders whether the Scottish scale 
or the English scale is the more desirable and ought 
to be adopted, or whether there is any intermediate 
scale which is more desirable than either .i I mention 
that at an early stage because we shall want help on 
the Committee, and probably those who are concerned 



will want to think about it- before committing them- 
selves to an answer. 

Witness : In considering these scales you have to 
have due regard to the effect as to goods wagons of 
traffic loads — the minimum loads for traffic. That is 
a very -important, factor in the cost of transporta- 
tion. I think everyone, railway companies, traders, 
and the nation, desires that wagons should be made 
the fullest possible use of, and not perpetuate the loss 
involved in hauling about partly-loaded wagons 
throughout the country. One of the most important 
factors that will have to he considered in connection 
with scales is where.it has to begin, at what distance 
or what minimum charge, or, alternatively, if it be- 
gins at zero, rising mile by mile, what initial charge 
shall be provided, apart altogether, from terminals, 
which I will refer to later. But there are many items 
of cost which have to be incurred, whether the traffic 
moves five miles on ,a hundred miles. One very obvious 
item of expense, the wagon detention at terminals, is 
not influenced in iany way. by the length of journey. 
There are other items, marshalling the traffic, clerk- 
age, and so on.' I think you must either provide for 
a minimum distance or a minimum charge or alterna- 
tively, if you rise from zero, a charge per ton, which 
is applied irrespective of the distance the traffic has 
to be conveyed. I think in considering scales, you will 
have to remember the point you have just alluded to, 
and that is that the present maximum powers are not 
uniform. As you say, in the case of the whole of the 
English companies, with , the exception of the North 
Eastern, their Class A powers to-day are exclusive of 
wagons, whereas the Scotch companies and the North 
Eastern include the provision of wagons. • With the 
adoption of scales', and the continuous mileage prin- 
ciple the whole of these scales should, be on a uniform 
basis, I think. If you consider that it should be in- 
clusive of wagons throughout, then clearly any wagons 
provided by the traders should be paid for by ap- 
propriate allowances from the scales. I think that is 
all on the question of scales, 

43. Chairman : Then comes .the question of the 

disintegration of rates? — This question, as you are 
no doubt aware, has probably been the subject or 
more discussion and dissatisfaction in the past than 
any other question affecting railway rates. The 
method usually adopted, the averaging method, has 
'not proved entirely satisfactory. The replies which 
have been received to -a letter which was issued from 
the Ministry have taken us some distance towards a 
solution, I think, of this very vexed question. The 
elimination of the services of collection and delivery 
from all railway rates appears to be generally ac- 
cepted as desirable. I think it is perfectly sound 
that services of this description should be the subject 
of separate charges based upon cost of the service 
plus a reasonable margin for profit. The adoption 
of this principle, however, will necessitate the intro- 
duction of certain regulations which would enable 
the companies to -avoid congestion at stations. I 
think the right to cart traffic in less than truck loads 
in certain circumstances must be given in the general 
interest. 

44. Given to the railway companies? — I think so. 
The separation of terminal services and charges for 
terminal accommodation from the conveyance rate is 
not so generally accepted. One very strong objection 
to showing these items separately in the past lias 
been the almost impossible task of equitably appor- 
tioning an exceptional rate between these varying 
services. The maximum terminal powers to-day apply 
generally throughout the country, but I think in 
fixing new scales or rates in future the cost of pro- 
viding terminal accommodation at fixed places must 
be taken into account. It may well be that the scales 
of the future may be purely conveyance scales, the 
amount to be added for station terminals and service 
terminals and consignment charged, if you adopt that 
system, to-be separately added. Station terminals are 
of varying sizes. They are in every place in tlie 
country and have been provided at great variations of 
cost. I think it is well worthy of consideration by the 
Committee whether you should not ill fixing appro- 
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priate terminal charges have regard to the class of 
stations. I have this in mind : yon could probably 
divide the goods stations of' the country into four 
classes : the metropolitan class'; the large areas such 
as Birmingham, Glasgow into a second class; the 
intermediate cities like Peterborough and small towns 
such as Blackburn and Darlington to come into a 
third class ; and then the rest of the stations fall 
into the remaining category. 

45. You could prepare a list of towns showing' how 
it could be done, and publish it for general informa- 
tion? — I think you would probably find in connection 
with certain industries or housing schemes there is a 
classification of towns which would very materially 
help von. It may require some adjustment, but I 
think it would be quite easy to produce some form of 
classification which would lie at any rate a guide in 
finally fixing the classes. I do not think the same con- 
siderations apply to service terminals for which the 
average, according to the description of traffic, would 
probably be fair. If a system of rates be adopted 
showing the conveyance rates, this would appear to 
afford a proper nfeasure of charge to and from private 
sidings with regard to which much controversy raged. 
It does not follow, however, that the conveyance 
charge is all that the private siding owner should he 
called upon to pay. There are many . services ren- 
dered in connection with private sidings, some of 
which would also he rendered to traffic dealt with at 
the station, and some of the services may be in 
addition to the services rendered in respect of station 
traffic. 1 am sure all this work does not appear by 
the weight of traffic handled, hut rather the number 
of wagons dealt with, and the expense per wagon 
may vary very widely according to the work vhich has 
to be performed. This again depends on the situation 
of the works and the adequacy and the. convenience 
of the traders’ sidings. I think it is impossible to 
fix any general scale of charges for private sidings, 
but the charge will, I think, have to he fixed in each 
case to correspond with the individual circumstances. 
I think in the same connection it may be necessary 
to consider the question of dock traffic. 1 have pre r 
pared Diagram No. 3 showing the present Parlia- 
mentary charges for stations' and service terminals 
for each class of traffic. It is shown in three stages 
there, the clear part of the diagram representing in 
cases A and B the total pillar, and in cases C' to 5 
the lower portion of the pillar is the station terminal 
at one end ; the first shaded portion is for loading 
or unloading as the case may be ; and the second, 
the top portion of the pillar, is for covering or un- 
covering. so that you get the one or three items 'in 
the terminals shown in diagram 4. They are the 
present maximum powers, and have not been in- 
creased by the flat-rate addition, as that did not 
apply to terminals, and therefore it has been ignored. 
This is the old Parliamentary powers, 

46. Have they in America something they call the 
switching rate? — They have in the case of' private 
sidings. 

47. Has that got to do with private sidings? — 
Entirely. 

48. You have said that the stations differ so much 
at different sidings that no general rate could be 
laid down? - I think that will be generally admitted. 

49. Then would that ho a case for agreement, and 
in default of agreement, appeal to some tribunal? — 
Clearly. I should hope if general principles were in- 
dicated that in the vast majority of cases agreement 
would he reached. 

50. I am very ignorant of private sidings, but is 

it that in some cases the sidings themselves are so 
much more ample that less time is taken in shunting? 
-r — It depends upon a variety of circumstances, 

but in the first place the siding may be 

unfortunately situated, or it may he most 
conveniently situated, to the marshalling yard 

of the station. Access may have to be attained to 

it across important passenger lines, which involves 
delay in working to and from the sidings, as you will 
appreciate. But the large part of the expense of 
private sidings undoubtedly depends on the adequacy 
and convenience of the lay-out. As you can imagine, 
works have grown round sidings, and iii some casQS 
sidings have to be put into works after the works 



have been partially, if not fully, developed: It is 

not physically possible in many cases to get what 
would be regarded at the prseent time as an ideal 
lay-out for readily dealing with traffic in and . out 
of private: .sidings. All these are circumstances 
which must be taken into account in fixing the 
proper charge over and above the conveyance rate 
for dealing with traffic to and from private s.idings. 

51. Mr. Martin : As to what was done inside the 
entrance to the private sidings, you would make no 
charge for the railways— it is only in connection with 
shunting, and that sort of thing, of the truck from 
the sidings?— And' shunting work on the sidings 
themselves. 

52. In some cases, shunting is done by the railways 
themselves inside Die siding? — Certainly. 

53. But if it started from the outer gates, as it 
were, of the siding, nothing done inside that by the 
owner of the siding would be chargeable? — Not the 
work performed by the owner — clearly not. 

54. Would any question of dispute between the 
railway companies and the trader be referred to a 
tribunal of business men and railway men? — I hope 
a tribunal such as the one you are now sitting on. 

55. Mr. Jephson : I think it frequently happens at 
private sidings work that ought to be done at private 
sidings, or at the junction because, of the paucity of 
accommodation at the private siding, has to be done 
by the railway company at other places short of the 
private siding?— Yes. 

56. And it is chargeable as service at or in con- 
nection with the private siding. That is a common 
occurrence? — That is so. 

57. On the other hand, work has to be done by the 
railway company within the private siding gates, 
and as a result that is the subject of a separate 
charge, apart from the conveyance rate? — Yes; 
circumstances vary and the practice varies. 

58. I think you will also agree that in cases which 
have come already before the Railway Commission 
the decisions have been very varying. In some cases 
the Railway Commissioners themselves have awarded 
the railway company the full station terminal because 
of the expense of dealing with the traffic at the 
private siding?— That is so. In fact, every inquiry 
has shown that the circumstances vary very much 
materially at private sidings, even for the same class, 
of traffic, and sometimes in the same area. 

59. The Chairman: The next point is owners’ risk. 
— Yes. This question is also one which has given rise 
to considerable discussion and one which you would 
no doubt have to devote considerable time to during 
the course of this inquiry. There is a general 
demand on the part of traders, I believe, for owners’ 
risk rates, or some uniform risk rates for certain — 
if not for the large majority of that class of traffic, 
but I do not think the adoption of these rates need 
interfere in any way with the introduction of the 
scales which we have been discussing. Reductions 
could be at appropriate percentages varying with 
the liability of which the company was relieved; hut 
I think it is extremely important, in considering this 
owners’ risk question, that when owners’ risk rates 
are imposed, the extent of the liability from which 
the companies are relieved when carrying traffic shall 
be very clearly defined, so that there could he no 
misunderstanding as to what insurance had been 
effected by the company in quoting the owners’ risk 
late. 

The .Chairman: On that point, it would be of 
great convenience to the Committee if the parties 
involved would draft two clauses, one for defining the 
liability which falls upon the Railway Company when 
goods are carried at the 'Company’s risk, and another 
defining the liability which falls on the Railway Com- 
pany when goods are carried at owner’s risk. If this 
becomes a matter of procedure by Act of Parliament 
presently, of course it would he open to anybody to 
suggest that the rules in the Carrier’s Act are wrong. 
In the silk trade, for instance, it seems a great hard- 
ship that silk, which is often of no greater value 
than other fabrics which are consigned, has got a 
special limitation put upon it. It would he of great 
assistance to this Committee if we could get a careful 
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definition of the risks such as would be put, for 
instance, on a policy of insurance against risks, show- 
ing what risks are to be included in each case, and 
what risks are to he excluded. 

Sir. John Simon : May I be sure that -I follow what 
you want on that head? It would be a statement of 
what, in our understanding, is in fact the extent of 
the liability at present — not a proposal of any change. 

Chairman: I should consider it of great value if we 
could! get that, but I think I did also mean that pro- 
posals should be made as to how the risks were to .be 
apportioned between those two. I know one matter 
which the traders are very much concerned about is 
that they do not like the Railway Companies; putting 
into the owners’ risk note an exclusion of the risk 
for theft and misconduct by their own servants. 

Sir John Simon: There has been a good deal of 
discussion of that in many cases. 

Chairman: Yes, and sometimes - the Railway Com- 
panies get in words which help them towards a very 
strong position. If there is to be a statutory 
owners’ risk and statutory company’s risk, I think 
it would be very desirable that the clause which 
deals with it should say what those risks mean, or 
are to mean in the future. 

Sir John Simon: In the first instance, I under- 
stand what you suggest is a statement in a summary 
form ol' what we, in consultation with our friends on 
the other side, understand to be the present conno- 
tation of these terms? 

Chairman: Yes. 

Sir John Simon: And what the effect is, supposing 
the contract is made on the one or the other basis? 

Chairman: Y’es, and then a notation to ‘ those 

two clauses, showing what are to be the liabilities of 
the Railway Company in future when the letters 
“ O.R.” or “ C.R." are attached to the contract. 

Mr. Balfour Browne : As I understand, we are 
.both agreed, that there should be owners’ risk and 
Company’s risk classes. 

Chairman : Everybody seems to concur in that. 

Mr. Balfour Browne. I do not quite agree with 
what Sir John Simon has said with ,-egard to the 
present position, or that there is i ' eh importance 
in that; but I do agree that we ougir to he able to 
arrange some clause which would determine our 
relations as to these two classes of rates in the future. 
If we drafted clauses to that effect and agreed them 
with the Railway Companies, then I think there 
would be no difficulty in that part of the case at all. 

Sir ■ John Simon: Quite so. 

Mr. Balfour Browne : I rather agree with that. 

Sir John Simon : With regard to the principle, 
certainly. 

60. Chairman: Then you think if thelre was a 
statutory owners’ risk and a statutory company’s 
risk the matter might be dealt with by a percentage? 
— I think so, at least a uniform percentage. 

61. Not on percentage, but a percentage which 
would vary with regard to the character of the goods? 
--The character of the goods and its liability to 
damage. 

62. That percentage could he indicated by a letter 
or asterisk in the classification ? — Certainly ; there 
are many cases in working the classification where 
the alternative rate is indicated by the letters X. I . 
/.. which are pretty well known. The next im- 
portant point. 1 think, is in connection with the 
basis of. the charge for traffic and that is on the 
question of weight. Certain traffics are now con- 
veyed at what are known as ' measurement, or com- 
puted weights, but I would submit to you that the 
time has probably arrived when you should consider 
that the gross weight of all traffic carried should be 
paid for. In the case of traffic in respect of which 
reductions in weight have in the past been made Un- 
packing and other reasons, allowances of this nature 
can only result in a higher charge per ton than would 
be required if the gross weight were charged. The 
gross weight carried seems to me to be the fair and 
equitable method of computing charges. i I think 
t'v. "H-nnl w pi edit should be . ascertained wherever 
physically possible. In the case of certain bulky 
articles, such as round timber, difficulties may be 



experienced in actually ascertaining the machine- 
weight;' but I think in order to secure that the 
charges have a direct relation to the weight the- 
closest possible method of computation should be 
adopted. I think you will find on inquiry that the 
carriage of many articles by measurement weight 
has led to considerable disputes. I think generally 
it would be admitted that in the conveyance of 
articles under this method of classification very, very 
often considerably less than actual weight avoirdupois, 
is being charged for. 

63. You may well consider the general principle 
now, but I may say that I have had a correspondence 
with persons interested in the timber trade, and I 
gave: them a promise that nothing should be done 
that would affect that particular question without 
giving them a special opportunity of being heard. 

I do not want to complicate this Inquiry with the 
rights, if I may so call it, of separate parties, and 
I thought we would either postpone that question 
to the second part of bur inquiry, or we would name 
a day when we would deal with the question of 
timber? — I think this is probably a subsidiary prin- 
ciple as compared with the others. 

64. The timber people are very much concerned 
with the present position, and I have no doubt that 
at the second stage of the Inquiry we shall hear a 
good deal from them. 

65. Mr. Jephson: Tliej- would be concerned because 
of the agreement that the Timber Trade Federa- 
tion have with the railway companies as to the 
adoption of a certain method for ascertaining weights,, 
or tin- principle on which their goods are to be 
carried ? — Undoubtedly. 

66 . Which is very much less than the actual weight 
in many cases? — Undoubtedly But I think in the 
end, if the traffic is carried and you carry 50. 
hundredweights at the charge of one ton, the quan- 
tum of the rate must be proportionately adjusted. 
I think 3 - 0 U must get back to that in the end. 

67. Sir Walter Berry : It might also mean that in 
the conveyance of grain, say 4 tons of wheat packed 
on the rail, the sacks in which the. wheat is put 
should be charged for? — Yes. 

68. The absolute weight of the consignment? — Yes. 

69. Which is not always so now? — No. I believe 
certain allowances are made, but it must come back 
to the quantum. If you carry 22 hundredweights 
to the ton, including the sacks, the charge must be 
proportionate the revenue has to be found. I think 
that is all I need say on the freight traffic, unless 
you wish to ask me anything further. I have not 
dealt with passenger train traffic ; but the same 
principles generally, I think, would apply to that 
traffic. There are many anomalies perfectly well 
known to the railway companies, and also- to th ■ 
traders; for example, the division rates. They are 
based on cumulative powers, ■ each being separat , 
whereas the special rates are based on continuous 
mileage. At the present time there is very little n 
the charges by goods trains and the charges by 
passenger trains. In certain instances it is probably 
cheaper to send it by passenger train than by the 
slower goods trains. But you have to take into 
consideration the adoption of principles something 
on the lines indicated for freight traffic when you 
come to deal with passenger, .train traffic. 

70. I observe that none of the traders are desii ons 
of having express goods traffic. I suppose they have 
seen something of how it works abroad? — Yes: there 
is no general demand for express goods trains in th's 
country. 

Chairman : Would anyone wish to put questions 
to Sir George Beharrell to elucidate what he has 
said? 

Mr. Balfour Browne: I do not think it would be 
right for us to cross-examine Sir George. I think 
the statement he has made is 'very' valuable, and 
might lead possibly to some better understanding 
between ourselves and the railway companies, but 
I do not think it is a matter for cross-examination. 

Chairman: I did not mean for cross-examination, 
but I did not know whether there was anything you 
Would like to know the opinion of the Ministry aVut: 
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71. Mr. Balfour Browne : I should very much 1 ke 
to see the diagrams he handed in when they are 
ready to be put at m 3 - disposal. 

TT itness : You have a complete set. 

72. Chairman : We are very much obliged to you, 
and I think your statement will act as a definite 
basis to work out the inquiry upon. — Thank you. 

Mr. Howland Whitehead: Before you go anv 

further, may I make a submission to 3-011 on the 
■question of procedure? I appear for tlie National 
t ederation of Iron and Steel Manufacturers. 
Correspondence has alread 3 T passed between them and 
the Secretary of 3 -our Committee, and we understood 
from that correspondence that the question of pro- 
cedure was not definitely settled, and that it 
remained open for discussion on this occasion. I 
might say that they welcome very cordially the oppor- 
tunity which your Committee has given them of 
being here, and of making representations to the 
Committee, but they venture to doubt whether the 
procedure which is indicated tentatively in your 
■correspondence is the right procedure; that is to say, 
whether it is right in an inquiry qf this kind, to 
cast upon the traders in the first instance the duty 
of opening and explaining their view. What they 
■submit to 3-0U is this, that before you even come to 
consider what may be the views of the traders, it is 
■essential that the air should be cleared, and that the 
problem which has got to be faced should be defined. 
They take themselves, the view that there are certain 
salient points which have got to be determined 
before you can even consider the principles on which 
you would proced to act. Let me illustrate what 
I mean. Take such a point as this. In considering 
all these problems, are we to go forward on the 
footing that the railway system continues as it is 
xo-day, a lot of separate undertakings, or are those 
undertakings going to be grouped into larger under- 
takings, or are you going to have a uniform system 
all over the country? Obviously, that is a question 
of high policy which rests with the State and with 
the Ministry of Transport to decide. But its deter- 



mination really should be antecedent to any inquiry 
as to the principles on which you are going to pro- 
ceed^ because if you do not solve that problem, you 
will inevitably be launching out into inquiries and 
subsidiary discussions which may be entirely un- 
necessary and irrelevant if one ' or other of these 
solutions is adopted. 

Chairman : Will you tell me what your proposal 
is r Is it that we should adjourn the inquiry 
until we have heard what the Cabinet has decided? 

Mr. Howland Whitehead: My submission would be 
this, that the matter should be adjourned in order 
that the responsible railway authorities should in the 
first instance propound their scheme. They, after 
all, are the authorities making or suggesting changes. 



Chairman : Do you suggest that the railway com- 
panies have got a scheme to propound, or that they 
have ever put one forward? 

Mr. Howland W hitehead : They alone have the 
necessary data and facts and statistics upon which 
any practical scheme can be founded. 

Chairman: Supposing their answer is that they 
have not propounded any scheme? 

Mr. Howland Whitehead: Then I should submit 
that the right course to adopt would be that which 

was followed many years ago under the Traffic Act 

that they should be called upon to propound a scheme 
within a reasonable time. 

Chairman: You are before the Bates Advisory 
Committee, who have to carry out the reference 
which has been made to them. You are not address- 
ing the Minister of Transport. If you were, you 
might suggest he should proceed in some different 
way from what he has done, but I am afraid we 
must carry out our reference. 



i¥r. Howland Whitehead : My submission, on behalf 
of the Iron and Steel Manufacturers, is that the wise 
course for the purpose of saving time, which we all 
desire to do, in order to concentrate upon those 
points that are really in controversy, or are likely 
to be in controversy, is that there should be some 
definite concrete proposals before this Committee 



which can be subjected to criticism. After all, 
traders in the main have not got the necessary data 
or knowledge of the interior working of the railway 
system which would enable them to propound 

principles and methods, but they have got this 

Chairman: Will you tell me what your application 
is? 

Mr. Howland Whitehead: My application is, that 
now you have heard the position of the Ministry of 
Transport as represented by Sir George Beharrell, 
you should call upon the railway companies to pre- 
pare some such schemes as were prepared years ago, 
and that those should be definite and clear, so that 
the traders of the country could ascertain what the 
proposals were, and whether their rights, statutory 
or otherwise, which they now enjoy, were going to 
be taken from them. If that is the proposal, then 
they should come with their expert knowledge of the 
trade of the country, and put before- you the criti- 
cisms which their knowledge would enable them to 
make, which would be really valuable. That is my 
submission, and I venture to suggest to you that 
not only is that a convenient course, but that it will 
shorten your labours, and in the long run will lead 
to concentration, definition and criticism of the 
views of all parties, which you will find of real 
assistance. 

■ Chairman : Your application is that the court do 
now adjourn? 

Mr. Itowland Whitehead: Yes; that you adjourn, 
and call upon the railway companies to bring for- 
ward a definite proposal and a definite scheme. 

Mr. Balfour Browne,: I do not associate myself 
with Mr. Whitehead in this application, and 1 am 
prepared to act upon the procedure that 3 -ou sug- 
gested in the letter of your Secretary of 24th April, 
1920, if that suits the Commission. You said that 
the I ederation of British Industries and the 
Associated Chambers of Commerce, who have put 
forward a constructive scheme, should be regarded 
as protagonists for the trading community, and as 
they are suggesting variations in the existing order 
of things would open their case. I am quite pre- 
pared to do that now. 

Sir John Simon : Might I be allowed to point out 
that my learned Friend’s application really is that 
something should be done similar to what was done 
a good many years ago, but what was done a good 
man .y years ago was done under tlie provisions of 
an Act of Parliament under Section 24 of the Act 
of 1888,^ which provided by Statute that the railway 
companies should prepare a scheme. Of course, we 
cannot do that now. 

Chairman : We are here carrying out what is, of 
course, a policy that has been thought about, and we 
are acting in accordance with the arrangements made 
through the Minister of Transport. Our position 
with regard to him is that we are not under his 
direction or control at all, but very much is done in 
common. We were cognisant of the sending out of 
the letter of inquiry to the various bodies who have 
answered it, and we decided that the best policy to 
pursue was that which Mr. Balfour Browne has just 
now indicated, that the protagonists, as I call them, 
the two biggest bodies, should open the case before 
us, in order that we may know how the matter 
stands. Had the railway companies been putting 
forward a totally new arrangement, had they been 
suggesting violent changes in the present system, we 
might very likely have called upon them first, but 
I think the most convenient course, and the one 
which will bring the matter best to our minds, would 
be for Mr. Balfour Browne now to open the case 
for the Association of British Chambers of Commerce 
and the Federation of British Industries. 

Sir John Simon: May I just ask this before my 
learned friend takes up his part in the matter? It 
would be a convenience to the railway companies, 
and I think to others, if we knew what could be 
done about the shorthand note? 

Chairman : I am glad to say that you will get that 
at 10 o’clock to-morrow. 
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Sir John Simon: We shall be able to get it day 
by day? 

Chairman : Yes ; it will be ready at the Stationery 
Office by 10 o’cIock. 

Sir John Simon : That is very satisfactory, because 
we all feel, if we are going on from day to day, it 
makes alii the difference whether we can get the note 
promptly. 

Chairman: Yes; it will be only the proof, subject 
to correction, but it is arranged that the printed proof 
shall be available at 10 o’clock in the morning. 

Sir John Simon : That will not mean that we shall 
have to send to the Stationery Office ; it will be here 
by 10 o’clock? 

Chairman: Perhaps your clients can settle that 
with the Stationery Office. One knows what has 
been done in so many other cases. Probably that 
can be more easily settled by the individual. 

Sir John Simon : We will do our best. 

Chairman : I do not suppose I have authority to 
direct them to send it anywhere. 

Sir John Simon : The only thing I want to say in a 
single sentence is this. The Railway Companies Asso- 
ciation is before the • Committee at your invitation 
collectively, it being a voluntary association which 
represents all the railway companies of the United 
Kingdom, or nearly all, and we hope that we may be 
able to give such help as is in the power of the rail- 
way companies in a collective way — at any rate, so far 
as our constituency is concerned. Of course, at some 
stage a matter may arise which affects one railway- 
company, or a particular set of railway companies, 
differently from others. Tou and your colleagues will 
understand that, in appearing here for the railway 
companies, wc do not seek in any way, and should 
not be entitled to take up the position of an indi- 
vidual railway company, if that matter should arise. 
They would then, of course, be separately repre- 
sented 

Chairman : I quite understand that. 

Mr. Balfour Browne : Sir, I appear for the Federa- 
tion of British Industries, and not for the Associated 
Chambers of Commerce. In fact, I could not do that. 
If I were appearing for them I would be appearing for 
a body that I am not associated with at all, and I 
should only appear as counsel, and I do not mean to 
appeal as counsel after having been five years away 
from the Bar. Sir, with regard to the Federation of 
British Industries, I happen to be at the present time 
Chairman of the Transport Committee of that body, 
and it is at their request that I am here to lay before 
this tribunal their views with regard to the various 
■questions that have been put to them by the Minister 
of Transport. Our case, although no doubt there are 
some complications in it, is a very simple case, and 
1 believe anybody could state it to the tribunal, and it 
is under these circumstances that I have undertaken 
at this late period a burden that perhaps 1 should 
have thrown on others. The Federation of British 
Industries, which I represent, consists of over 1,000 
firms, but I want you to remember that while some 
of them are very large concerns, some of them are 
very small. Wo are representing not only the great 
traders of the country, but some in quite a very small 
way of business. In addition to those members, it 
represents 200 different trading associations, with an 
aggregate membership of 15,000 firms. It is there- 
fore representing a capital invested in industry of 
about £5,000,000,000. We heard the other day in the 
Committee that is inquiring into war wealth and the 
taxation thereon, that the total wealth of the. country 
before the war was £11,000,000,000, and it had been 
increased during the war by £4,000,000,000; 
that is to say, a total wealth of the country of 
£15,000,000,000. Therefore the Federation for which 
I am appearing represents about one-third of the total 
wealth of the country. I only mention that fact 
to show that we are not only substantial, but 
largely interested in the questions that are 
submitted to this tribunal. I do not want to throw 
any. contempt upon the railway companies, who are 
appearing here by their horse, foot, artillery, and 
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even aeroplanes — I do not know which of my friends 
has aeroplane service — but they only represent a 
capital value in this country of £1,350,000,000. Sir, 
it is obvious that the traders I represent are deeply 
interested in all these questions which you have to 
decide. First, with regard to the matters that are 
before you, we gathered what the instructions were 
from the White Paper Cmd 654, upon page 6. It is 
stated that you had divided your inquiry into three 
stages. “ First, they will consider the general 
principles that should be adopted as the future basis 
of rates and charges.” That is the matter that we 
are here upon to-day. “ Secondly, if they favour the 
maintenance of a classification of goods, they will 
consider how the various commodities shall be classi- 
fied.” I did not understand the word “ if.” 
Apparently it was intended to indicate that in the 
minds of some persons there should be no classification 
at all. From the evidence that has been given before 
you by Sir George Beharrell to-day, it is obvious 
that there must be a classification, and probably that 
classification will have to be largely extended in the 
direction of scales, and I find that the railway com- 
panies in their representation to this Advisory Com- 
mittee are also in favour of a classification. The 
question of classification is not one that I mean to 
take any part in the discussion of. It is a matter 
in my view entirely for the traders of this country, 
and for the railway managers. When the matter 
comes before you they will be able to assist you. I 
am afraid I could not possibly do so. With regard 
to the last question, “ and, lastly, the question of 
the appropriate scale of charges to be applied to the 
various groups,” that again is, in my view, entirely 
a trade question. 

Chairman: May I say something here? There is 
something which appeals to me very strongly, and I 
feel you will very likely agree with me, though it 
comes rather early in the day. Inasmuch as the 
ti ader s say that they desire that railway companies 
shall be put upon a business or commercial footing, 
and then set free, it becomes obvious that you are 
intending that they should have reasonable remunera- 
tion for their work. If that is so, it becomes much 
nioie a question for the traders how that remunera- 
tion should be raised than really for the railways 
themselves. If the traders desire the money that 
is to be provided in a particular way, it is really 
more their concern than the railways’, and the rail- 
ways will probably be inclined to say: “As long 
as you provide us with the necessary money we do 
not much care how it is provided.”' Therefore we- 
are perhaps in a happier state than we were in 
m previous Inquiries ; if the traders come forward 
with a very strong view as to the way in which it 
should be divided, that would have verv great weight 
with us. ' 

Mr. Balfour Brownie : I should have thought if 
we had once determined the real principle upon which 
the rates were to be fixed, and if the principle that 
the railway companies are here to adumbrate is that 
they should be fixed entirely upon some calculation 
o the capital value of the railways of this country, 
then the question of division was unimportant to 
them, but still of importance to the traders. 

Chairman : That is what I thought. Therefore I 
thought that was much the most important part of 
the Inquiry. The railways must be here to see they 
do not get too little, but with regard to the figure 
which it is agreed they are to get, you are very much 
concerned and they are not very much concerned. 

' Bal four Browne : Quite so. I will come to the 
railway companies’ claim immediately 
Sir John Simon: Perhaps I might say how far 
we agree. As I follow it, we are entirely agreed 
that, proceeding as everybody is, upon the basis that 
these rates and charges are settled, they should 

aS W °j ld makethe rai ^ r ay companies sek- 
suppoi ting and progressive undertakings We are 

™d lr 'tb y nt ag ;r d I 1 '*/ 110 * iS the ™ d erlying object? 
and that the adjustment of details is to a very 

large extent a matter in which the railway com- 
1 < nies v ill want to listen to the views of the traders. 
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Chairman : Obviously the railway companies will 
want to protect themselves against any mistake 
which might be made, or against anything which 
might be unworkable. Take, for instance, such a 
question as classification. It does not matter to 
the railway companies whether the bulk of their profit 
is made from Class A or from Classes 1 to 5, as 
long as they get their profit. 

Sir John Simon : Yes. We have always to remember 
that there are very considerable and difficult financial 
questions which will be ultimately involved, as, for 
instance, the great need of railway expansion and 
new construction, and the necessity, of course, of 
having a system which will enable that to be under- 
taken, as it is not being undertaken now, which in 
its turn develops the trade of the country. But the 
principle that you are laying down now, that, accept- 
ing that as the basis, the traders’ view as to the 
best way in which they should be charged, is one 
to which great attention should be paid, is one to 
which we shall entirely subscribe. We are only con- 
cerned with the result, because we want to be sure 
that we are getting something which will work 
smoothly. 

Mr. Balfour Browne : The principles that the rail- 
way companies are laying down, which Sir John 
Simon has just mentioned, l shall say something 
about. As you quite understand, I am not accept- 
ing that at all, but I quite agree that if once the 
principle were determined as the railway companies 
ask, the question of the division would be mainly 
one for the traders. 

Sir John Simon : I quite agree that classification 
is essential. 

Mr. Balfour Browne : Yes, and I quite understood 
Sir George Beharrell to say this morning that once 
you had the classification the other question of rates 
would be comparatively simple. Let me refer again 
to your letter of 24th April with regard to the pro- 
cedure which is not unimportant. “ The Chairman 
considers, however, that the Committee will not refuse 
to hear counsel, and that the parties must exercise 
their judgment as to whether their case will be 
advanced best by counsel or by statements from 
practical men.” We have determined, I think per- 
haps foolishly, not to appear by counsel, and though 
I cannot claim to be what you describe as a practical 
man, I do think that what you say later on in your 
letter is important, that if you have practical people 
before you you can ask questions, and that it is 
important to have practical people before you. In 
that respect, I propose to call a certain number of 
gentleman before you connected with trade, but 1 
do not think, upon this main question you are deal- 
ing with to-day, that a very large amount of evidence 
will he useful. It is more a matter, it seems to me, 
of principle than of evidence. The letter goes on : 
“ The Chairman further states that the Committee 
will no doubt, in regard to procedure, fall in as far 
as possible with the wishes of the parties, but that 
primd facie, the course to be adopted would be as 
follows.” Then I have already read what you say 
with regard to that. The letter goes on : “ The 

other representative bodies who have matters in 
rvhich they are particularly concerned (agriculture, 
coal and iron industries, etc.) would then follow to 
explain their views and desires. After them any 
further bodies or individuals who obtained_ the leave 
of the Committee to appear would state their case.” 
May I say, with regard to the various bodies that 
are appearing here, I have read their answers to 
the Minister’s letter, and I find that in a great 
number of points we are entirely agreed. The 
Chambers of Commerce, for whom I am not appearing 
and the Federation of British Industries, have 
practically sent identical letters, so that all the 
points that I am raising really are the same points 
which would be raised by the Chambers of Commerce. 
With regard to the Central Chamber of Agriculture, 
which has also addressed a letter to the Minister, 
that again is really an affiliated body to the Federa- 
tion, so that to a large extent what I say will cover 
most of the objections to the railway case, and most 
of our constructive schemes which we propose to put 



before you. There is one matter that I should 
mention before 1 go on. The Mining Association of 
Great Britain has put in a letter in which it differs 
from us in one particular, and that is with regard 
to the tribunal which is to deal with the question 
of the reasonableness of rates, but I will deal with 
that when I come to the railway companies’ repre- 
sentation. You then go on to say, “ The railway 
companies would then open their case, stating how 
far they are in accord with the traders, how far they 
can go towards meeting them when not in complete 
accord, and what changes they themselves desire in 
the present arrangements.” If the railway com- 
panies go at all beyond the letter to the Minister, 
then it may be necessary to us to apply to be heard 
in answer to that new matter. As far as their 
letter goes 1 am prepared to deal with it now, but 
if there is any new matter we ought certainly to 
have an opportunity of. being heard again upon that. 

“ The Chairman does not think it necessary to go 
further in indicating a course of procedure. He 
hopes that there will be a substantial amount of 
agreement and of mutual assistance between the 
parties and that possibly a loose procedure after 
the case is opened may help towards agreement ” — 

I hope so too — “ and of mutual assistance between 
the parties and that possibly a loose procedure ” is 
better first. Then you go on, “ As regards the 
giving of evidence, as distinct from adducing argu- 
ments, this must he a matter for the parties to 
decide for themselves. At this, the first stage of 
the inquiry, probably there will not be much differ- 
ence as to questions of fact ” — I agree and I do not 
think there will be — “ but such evidence as is to be 
given should be put forward as part of the opening 
of the case. The Chairman thinks that the reasoned 
opinions of experienced and competent men on either 
side will weigh with the Committee more than the 
arguments of Counsel and that this form of urging 
a case has the advantage that the exponent of it can 
be questioned to ascertain his exact contention, how 
far he would go, and what qualifications he would 
concede. On the other hand the advantage of 
Counsel’s arguments is that (if properly briefed) they 
can bring into the compass of a single statement the 
various parts of the case contributed by the different 
witnesses.” These are practically our instructions 
and I mean to follow them as far as I possibly can. 
We know of course, as has been said, that there may 
be an amalgamation of various companies. The 
Minister of Transport has said that he means to en- 
courage amalgamation, and that probably the 132 
different railway companies, some of whom my learned 
Friend says he is representing, may be greatly re- 
duced in number. In this, apparently, the Minister 
of Transport is following the precedent of 

the L'nited States of America, where 
since the railways have been handed back to the 
companies from the Government they have been 
largely reduced in numbers, and the unit is now held 
in the hands of a much smaller body, each body 
regulating about 15,000 miles of railway. There 
would be very little room for such units, .of course, in 
this much smaller country. We do not know what the 
units are to be here, but, whatever they are, the con- 
certed scheme of the Federation as to the rates of the 
future will hold good. It is expected that these amal- 
gamations, if they take place, will result in great 
economies and that — I use Sir Eric Geddes’ words 
when he introduced the Transport Bill — the foregoing 
of the luxury of competition which has resulted in 
. colossal waste will be productive of great economies. 
There is no question that the economy which has 
existed between the railway companies in the past 
has led to colossal waste, especially in relation to ter- 
minal accommodation. They have been competing 
for traffic, and in order to secure it each of them has 
been bound in a sense to have stations and depots in 
the centre of our great towns. These, of course, have 
cost enormous sums of money. In London alone there 
are 74 goods stations, and if the Church is going to 
make economy by sweeping away 19 churches in the 
City of London, the railway companies could certainly 
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make a very considerable sum by sweeping away some 
of those 74 stations. All those economies must he 
taken into consideration if you are to consider the 
question of the reasonable rates of the future. If jmu 
fix them upon the extravagant competition and 
colassai waste of to-day, you would be doing injustice 
to the trade of the country. 1 may say that it is 
quite obvious that if you proceed to fix them upon 
the capital or the value of the railways, and that is 
the railway companies’ claim, you ignore, of course, 
all questions of these economies because capital is not 
valued with economies, and the value to-day would, 

I suppose, according to the railway companies — I shall 
have something to say about that immediately — be 
upon the structural cost. 

Chairman : We are not now dealing with the 

quantum of the rates to-day. That is the matter 
for the third part of our Inquiry. It is only the 
principles of applying them. 

Mr. Balfour Browne : No, I quite agree to that. 
The Inquiry then, as 1 understand from what you 
have just said, is to revise the whole system of rates 
or rather to find out the principle upon which they 
are to be revised. Sir Eric Geddes, in his address 
to the Institute of Transport upon the 22nd March 
last, said that railway companies could not carry on 
on the basis of their pre-war revenue. That means 
that railway companies are not earning at the 
present time practically enough to pay their way. 
Before they were put into the hands of the Govern- 
ment under the Act of 1871 they had about 52 
million pounds a year which they were able to pay 
away in dividends. Since that time the 52 million 
pounds a year has been paid away in wages to their 
employees, and therefore there is practically nothing 
left for the dividends! 

Sir John Simon : And a great deal more of course. 

Mr. Balfour Browne ; Very likely; even more than 
that. I am told, they have conceded to labour. It is 
in consequence of that that you have the requisition 
from the Ministry of Transport to consider the rais- 
ing of the rates, and a raising of tlie rates was 
recommended which came into operation on the 15th 
January of this year, which has the effect of putting 
into the hands of the Minister of Transport the 50 
million pounds a year which otherwise would have 
to be paid out of the pocket of the taxpayers of 
this country. He also said in that same address, 
and of course anything that falls from Sir Eric 
Geddes with regard to railways is very important, 
that there had been a bargain between the community 
and the railway companies that the railway com- 
panies should give a certain service for a charge 
not exceeding a certain amount; that in effect that 
bargain could not be carried out; and that the com- 
munity now should agree to alter one side of the 
bargain in favour of the undertakers, and at the 
same time the other side of the bargain would have 
to be modified. It is perfectly accurate to say that 
there was a bargain between the companies and the 
public and the State. No part of that bargain was 
a guarantee of their dividends. Every railway com- 
pany that was promoted proposed certain scales, old- 
fashioned scales of classification and certain rates, 
and Parliament said, “ You may charge those rates.” 
Whether the rates paid or not was practically the 
look-out of the railway company, hut here we have 
it, according to Sir Eric Geddes’ statement, that 
the bargain cannot be carried out, and that if the 
railway companies are to continue, to use a. word 
which I think has been said often, solvent, there will 
have to he a great raising of the rates, and under 
these circumstances I think the traders are justified 
in saying, “ As you have broken the bargain we are 
entitled to have a very careful consideration 
of the conditions under which you are to be 
■put, and to make it perfectly certain that 
you are put under a certain amount of control 
which is really the protection of the individual 
against the monopoly which is to be created.” 
If the amalgamations which are in contemplation 
take place, of course, the economies that 1 have 
referred to will be effective, but there will also be a 



greater monopoly than exists at the present time. 
Sir Eric Geddes said that he proposed to provide 
means to prevent a local monopoly from being used 
oppressively. The questions for you that interest 
the traders are, what are the means, how are you 
to prevent this monopoly from being oppressively 
used against the trade of the country? Under these 
circumstances it might seem that the railway com- 
panies should really be valued as bankrupt stock; 
they cannot pay their way. In order to do it, the 
Ministry of Transport had to increase the rates 
altogether, regardless of the maximum which was 
the bargain by £50,000,000 a year. What, under 
these circumstances, is the value of the railways? 
The ordinary shareholders are practically as a fact 
only receivers for the debenture holders. But let me 
say at once that the traders have never, and I have 
never claimed, that that is to be the position of 
railway companies. We think that there should be 
j-n the interests of the public, if possible, a solvent 
railway system in this country, but at the same time 
we do say that the other side must be considered, 
and that if you are to give them largely increased 
powers you are also to give the traders a guarantee 
that those powers will not be used oppressively or 
against the interests of the country. We have felt, 
and 1 again quote from Sir Eric Geddes’ words in 
order to identify the traders with the important 
proposition, that the healthy existence and develop- 
ment of the railway system is vital to the Stajjp. 
There you will see the very point that my learned 
friend, Sir John Simon, mentioned just now, that it is 
not only with regard to the present revenue of the 
railway company, but you must look for the possible 
development of the system, and that must be con- 
sidered amongst other circumstances. The question 
is by whom it is to be considered, and that we will 
come to when we deal with the tribunal. Of course. 
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company, railway companies are not ordinary com- 
mercial people. An ordinary trader has a right to 
get either for liis goods or for his services as much 
as he can, and the purchaser has a right to give 
as little as he may. That is not the position of rail- 
way companies at all; they are creatures of the 
State; they were allowed in the first instance, and 
are now allowed to take land compulsorily. So far 
as I know, no ordinary trading company in this 
country is ; statutory companies, gas and water com- 
panies are. They are allowed to cross the public 
roads, to make bridges, and even to turn . some of 
the streets i'n some of our towns into tunnels, they 
alter the level of the roads to the inconvenience 
of the public, and the Acts give them power to 
make tolls and charges which we shall have to deal 
with immediately, to detain goods in default of 
payment, power to make bye-laws, they can take 
land for extraordinary purposes and for the tem- 
porary purpose of getting soil, they can use the 
surface without purchasing minerals, they have all 
the privileges of common carriers, and power to 
detain offenders. All those powers given by Act 
of Parliament are quite beyond those which exist 
in the hands of an ordinary trader. 

Sir John Simon : They have the liabilities of 

common carriers as well. 

Mr. Balfour Browne : It has created in the hands 
of the railway company a monopoly, and therefore 
it gives the traders, I say, a right to demand as 
safeguards that its powers are exercised without 
being a detriment to the trade of this country or to 
the public. In the first place, one of the safeguards 
that we desire is that there should be still existing 
maximum rates. Here we differ from the position 
taken up by the railway companies; at the same 
time we have something. I think, definite to say 
upon the subject. The Railway Clauses Act. 1845, 
Section 86, was the section under which the railway 
companies were allowed to become carriers on 
their own railways. Until that time it had 
anticipated that they were merely to be the makers 
of roads and the public were to use them, but in 
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1845 they were allowed to become carriers and the 
powers given to them were to charge reasonable rates 
not exceeding the tolls authorised by the Special 
Act. You will note, although railway companies have 
never done it, that they were not authorised to 
charge the maximum rates, but reasonable sums not 
exceeding the maximum rates. Therefore their duty 
to the public was to charge reasonably, and the 
maximum was there to protect the public. At the 
same time we cannot overlook the fact which you 
were good enough to mention in a quite informal 
interview with one of the officers of the Federation — 
which has been mentioned by Sir George Beharrell 
to-day — the question of exceptional rates, which is 
a very important one. I hope, although it was an 
informal matter, that you will not object to my read- 
ing what we understood you to say. You said with 
regard to the particular matters which might be 
dealt with at the Court of Enquiry we very much 
hope that the Federation of British Industries would 
give careful consideration to the question of excep- 
tional rates. He pointed out that three-quarters 
of the traffic of the country was actually being 
carried at exceptional rates, and said that he had 
been disappointed with the replies which had been 
given to this point so far. Everyone said that they 
wanted a uniform scale of rates — I understood Sir 
George Beharrell to say that there would be a uni- 
form scale of rates — to be applied throughout the 
country, but that they had not faced the difficulty 
that if exceptional rates were maintained there would 
be no uniformity as three-quarters of the rates would 
be on a different basis. You see, I daresay, from 
the evidence that has just been given and also by 
the railway companies’ own letter, that they hope 
to merge a very large number of those exceptional 
rates in the scales. Therefore the 75 per cent, we 
hope will no longer exist, but even if it did exist 
you have this fact, that 25 per cent, of the rates' 
of the country are still regulated by the maximum. 
It is in that respect that I mention particularly the 
fact that I am representing the small traders. It. 
is to large traders who can give regular quantities, 
large quantities that exceptional rates are usually 
given. Of course water competition which you have 
mentioned might determine the exceptional rates too, 
but usually the small trader has to depend for his 
protection upon the maximum rates, and it is of 
still greater importance to have a maximum, for 
the trader has to look forward and' make forward 
contracts, and if he knows the highest that can be 
charged by the railway company he can make a good 
contract. If on the other hand he does not know, 
he is in this great difficulty, that the railway com- 
pany may, if there are no maxima, increase then- 
rates to any amount, and it might take months, 
possibly years, before the reasonableness of that 
increase could be determined by the Railway Commis- 
sion. Therefore we are strongly in favour of a 
maximum rate, and although it may seem incon- 
sistent we are also in favour of their existing excep- 
tional rates as well, and I may say that the ex- 
perience of Canada supports our view. In Canada 
there are three tariffs, first, what they call a stan- 
dard tariff, which is equivalent to our maximum 
rates, second, a special freight tariff, and third, a 
competitive freight tariff. I take it that the two 
latter are equivalent to our exceptional rates. 

Mr. AcJcworth: May I ask you a question. You do 
not suggest that the Canadian standards are put down 
in any Act of Parliament, do you ? 

Mr. Balfour Browne : They are in a tariff approved 
by the Board of Commissioners of Canada, and have 
the effect of being an Act of Parliament. 

Mr. AcJcworth : That is what I mean. 

Mr. Balfour Browne : It is a curious matter in a 
sense. Pei’haps I should not have answered your ques- 
tion in that way. You remember the Board of Com- 
missioners succeeded a Committee of the Privy 
Council, so that it had, in a sense, a sort of Statutory 
power, but in the meantime the standard tariff is 
declared by the Commissioners, and is not certainly 



contained in .a Statute. However, there they dis- 
tinguish the three classes of traffic under three classes 
of rates. Remember what we are asked now to do. 
On the question of maximum, I should like to read 
what the railway companies themselves said in their 
covering letter. You have been good enough to print 
the letters that you have received, and if you care 
you may follow it, it is upon page 10 : “ It is unneces- 
sary to remind the Minister of the vast labour involved 
in the inquiry instituted in 1889 before Lord Balfour 
of Burleigh and Sir Courtenay Boyle under the pro- 
visions of the Railway and Canal Traffic Act, 1888. 
That inquiry, however, far reaching as it was, pro- 
ceeded for the most part upon general principles 
which had been recognised since the inception of 
railway enterprise, and had been developed by many 
years of practical experience.” It is that you are 
asked now by the railway companies to give the 
go-by to a practice which had existed since the 
inception of railways, and had been developed by 
many years of practical experience. Then in 1891 
and 1892 maxima, were adhered to. 

Sir Lynden Macassey : I do not see anything in our 
letter which says we proposed to give the go-by. It 
is not in the letter. 

Mr. Balfour Browne : I was commenting on your 
letter, it is not in the letter. 

Sir Lynden Macassey: That is why I interrupted 
you. 

Mr. Balfour Browne : It only gives me the oppor- 
tunity of emphasising what I say. They say that 
it was from the inception of railways and had been 
developed by years of practical experience. I say 
that the proposal to fix the rates, not as a. maxima 
but with an absolutely unfixed standard, is to give- 
the go-by to the practical experience of ali those 
years, and therefore we claim this part of your 
letter, at any rate, as an indication that you should 
be unwilling to disturb the principle of maximum 
rates unless there is some very strong reason to the- 
contrary. It goes on, “ From your letter, and the 
questions which are addressed by the Minister to the 
representatives of the various traders’ associations, 
it is manifest that these principles are now in issue ’’’ 
-_-am I not right in saying that the proposal is to 
give it the_ go-bv— “ and that the inquiry will 
involve questions which can only be decided after a 
minute and exhaustive re-examination of the funda- 
mental conditions of transport.” Therefore, it is 
the railway companies that are proposing an inquirv 
into the fundamental conditions of transport. I will 
ask you to hesitate, unless there is a very strong 
cause to the contrary, to do any such thing. Sir, 
what occurred with regard to the railways in the 
years 1891 and 1892? They say in that letter that 
there was a long and exhaustive inquiry before those- 
two gentlemen. There was, I think it' lasted for 89 

days — I hope your inquiry will not last so long not 

only that, it went before a Joint Select Committee 
of the two Houses. I think it was probably before 
them— it was presided over by the Duke of Rich- 
mond— for about a month. Rates with maxima were 
fixed, but upon the express evidence of the 
railway companies that these maxima were 
intended for protective purposes and were really 
not to be used. Emergency was the idea of 
the maxima that they were fixing then. What 
happens? Immediately after the Provisional 
Orders were confirmed by Parliament, the 
Railway Companies, forgetting, as we are all apt to 
do, perhaps what we have said in Committee, a,t 
once raised the whole of their rates to the maxima, 
and in consequence of that and the traders drawing 
attention to the pledges of the Railway Companies, 

•a Committee of Parliament wasi appointed to enquire 
into the matter. It was presided over by Mr. Shaw 
Lefevre, if I remember rightly. I do- not want to go 
into the inquiry, but the result of that was the Act 
of 1894, which said the rates that you were charging 
on the 31st December, 1892, shall be regarded 
practically as maxima, and if you desire to increase 
them you can only do that, if anybody complains, 
after the matter has been allowed by the Railway 
Commission. There was a further confirmation of 
the principle of maxima, only a fixing of the maxima 
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by Parliament at the actual rates of 1892. Here, 
again, I say that the Railway Companies are seeking 
to 'make an entirely new departure. They ,ask you 
to repeal the Act of 1894. Is that, or is that not a 
protection for the traders of this country? There 
have been a considerable number of cases brought 
before the Railway Commissioners complaining of the 
increase. 1 do not know that it is an absolutely 

(Adjourned for 

Chairman : I think we quite understand your point, 
that there ought to be maxima fixed by Act of Parlia- 
ment, beyond wdiieh the rates shall not be reduced. 

Mr. Balfour Browne : Yes. 

Chairman : Will you tell us how you say the actual 
rate to be charged ought to be fixed ? 

Mr. Balfour Browne : I have said all I want to say 
with regard to maxima. It lias been the system from 
the beginning, it was the bargain that was made 
between the company promoting and the public, it 
was continued under the Act of 1845, when the rail- 
way companies were allowed to become carriers, it 
was recognised by the Joint Select Committee of 
Parliament in 1891 and 1892, when the maxima were 
fixed at the instance of the railway companies them- 
selves, and it was recognised again later in the Act 
of 1894, when the ‘actual rates of the year 1892 were 
fixed as maxima with the provision that the 
reasonableness of any increase should be determined 
b,^ the Railway Commission. Under these circum- 
.stances, I ask you to continue the maxima. It is 
quite true, as you say, that 75 per cent, in number 
of the rates at the present time may be exceptional 
rates. 

Mr. Jepson: Seventy-five per cent, of the goods 
traffic of the country is carried at exceptional rates? 

Mr. Balfour Browne : It is 75 per cent, of the 
weight. 

Mr. Jepson: Quite so. 

Mr. Balfour Browne : Yes, 25 per cent, is, as you 
will hear, a greater number of consignments than the 
whole 75, so that I still claim that the maximum rate 
is a protection, especially to small traders who are 
making forward contracts. 

Now, Sir, that is all I desire to say on the first 
point; we desire to continue the old system of a 
maximum rate. Up to the present time competition 
has secured certain advantages to the traders in rates 
and sometimes considerable advantages in facilities. 
In regard to rates, there is no question that the con- 
struction of the Manchester Ship Canal did, as Mr. 
Jepson, I think, will tell you, reduce the railway rates 
between Liverpool and Manchester. I do not want to 
go into figures, but it is true, as you said again in the 
informal interview you had with one of the members 
-of our office — “ he informed me that the Minister of 
Transport himself was particularly interested in the 
difficulty presented by the fact that a great number 
of the existing exceptional rates had been created 
by water competition.” Sir George Beharrell to-day 
told you that water competition did not extend 
merely to ports, but I understood him to say that it 
extended a considerable distance inland. Now we 
hear that competition is to be done away with. I 
a.m not going to say that is wrong, I am not going 
to say that Sir Eric Geddes was not entirely right, 
that there had been colossal waste in connection with 
it, but if it is to be done away with that is one of 
our protectives that is also taken away, and again 
it makes it the more important for us to see that we 
are safeguarded in our traffic against the railway 
companies. As I have said the Minister was in 
favour of great amalgamations, but would provide 
means of preventing those becoming oppressive to 
the trader. The Federation — and now I answer your 
question, I have not forgotten it — suggest that the 
way to find out the actual rate is to refer the matter 
to a business as contrasted with a legal tribunal. 
That tribunal should have the power of allowing or 
disallowing the rates. In this respect the railway 



ideal matter to say that the Railway Commissioners 
are only to enquire into the reasonableness of the 
increase without really inquiring into the reasonable- 
ness of the rate, but it established this principle, 
that in this country a Tribunal was to determine 
between the traders and the Railway Companies the 
question of the reasonableness of the rate. 

short time.) 



companies seem to some extent to agree with us. 
You will find that upon page 11 of this print. Their 
proposal — this is really the important matter of 
principle that .we are here to discuss — is that there 
should be no maximum rates, but that if there is a 
dispute about the actual it should be dealt with, 
“ It may well be that in cases of minor importance 
or complexity a simpler and more expeditious 
machinery might advantageously be adopted than 
would be possible or desirable, in more important 
or complicated cases, but it isi considered essential 
that resort should be possible to a tribunal whose pro- 
ceedings are conducted with something like the 
formality and precision of an action at law.” There 
I do not agree with the railway companies. The 
questions that are dealt with, questions such as those 
before you to-day, are not mattersi for the formal 
formality and precision of a court of law, but they 
go on, and it is this part that I refer to as agreeing 
with the proposition I am putting before you, “ and 
it is thought that the present Railway and Canal 
Commission, or some body, is the most suitable tri- 
bunal.” I agree that some body would be a suitable 
tribunal, but not the Railway and Canal Commission. 

Sir Lynden Macassey : It is some similar body. 

Mr. Balfour Browne : Yes, I beg your pardon, some 
similar body. This is the importance of it, “ The 
railway companies, however, regard it as important 
that the constitution of the Commission as laid down 
in the Act of 1888 should be reverted to, and that 
one of the three Commissioners should be a man of 
practical experience in- railway business, while the 
third member should probably be a man of business 
experience.” As you know very well, I am not speak- 
ing of my own opinion when I say “ I,” I am always 
speaking for the Federation. The Federation feel 
very strongly that the Tribunal should be a business 
Tribunal with representatives of the railways and 
representatives of the business or trading interests 
of this country. 

Chairman : Is your proposal . that there should 

be an inquiry before the business Tribunal before 
any rate is brought into force? 

Mr. Balfour Browne : Any rate that is questioned. 

Chairman: We have to begin from to-day. 

Mr. Balfour Browne : As a practical matter — we 
hear that there are millions of rates — I suppose the 
existing rates would be allowed to stand, but in any 
case where a trader says, “ This is unjust or un- 
reasonable,” I think there ought- to be access to that 
trade Tribunal instead of to a Court of Law called 
the Railway Commission. 

Chairman : Would the same apply to the rail- 

way company? Would they have a right to appeal? 

Mr. Balfour Browne : Certainly. They would not 
want to appeal because they have the initiative. 

Chairman : There was something like 20 to 

50 million rates which were affected by the water 
competition. The railway companies would naturally 
say, seeing water competition does not apply, we 
would like to put up those 20 million to 50 million 
rates. Each one would have to be taken separately 
before the Tribunal which would have to give its 
decision before they put them up. 

Mr. Balfour Browne : I should have thought so. 

Chairman : How many years do you give to 

settle those questions ? 

Mr. Balfour Browne : Not so long. I do not think 
so long as determining the value of the railways in 
this country or their capital. 

Chairman : We are not concerned with that. 
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Mr. Balfour Browne : You are, because that ques- 
tion is raised. 1 do not think it would take long ; 
1 think if there was an appeal, cheap and expedi- 
tious, to this trade tribunal most of the matters 
would be agreed. It is because at the present time 
the appeal to the Railway Commissioners is so 
tedious, so long, and so expensive, that they are not 
appealed to. There is exactly a similar power in 
Canada. No tariff can be put in force that has not 
been authorised by the Railway Board. 

' Mr. Davis : Do you mean that you get over the 
great number of cases by classifications which would 
apply to many of these exceptional rates? 

M r. Balfour Bro wne : Yes. In Canada, (the sections 
of the Act are 313 to 315) , while the railway company 
is allowed to fix the charges, these are not to 
be charged until authorised by the Railway Board. 
The Canadian Board may disallow any tariff which is 
unjust or is unreasonable. These are Sections 320 to 
323. 

Chairman : When once we have got started and got 
a fairly reasonable set of rates I do not see much diffi- 
culty in the proposal, but if we want to get rid of the 
many millions of exceptional rates, some of which are 
from a single station to a single station in respect of a 
single commodity, adding those to the number of 
millions, do not we want to recommend some general 
sweeping proposal for putting them on a reasonable 
basis, subject to being afterwards adjusted? Would 
it be possible for us to say that every one of those 
exceptional rates must be maintained until the com- 
pany has successfully appealed against tfiem? 

Mr. Balfour Browne : What is the question between 
us and the railway companies? They say the 
traders can question any rate as to the reasonableness 
before the Railway Commissioners. We say not 
before the Railway Commissioners, only before this 
special trade tribunal. There is no difference 

between us. 

Chairman : I do not think you have quite appre- 
ciated my difficulty. My difficulty is this : we know 
now that coming out of the. past, for reasons many of 
which have totally disappeared, many of them 20 or 
30 or 40 years old. there is an enormous 

mass of exceptional rates existing which fill 
hundreds of volumes of books in the railway com- 
panies. I do not say it is possible, but if it is 

possible it will be very desirable to sweep them all 

away and have a certain number of tariffs which 
would govern as much as possible. I know that it 
is not quite possible to meet every case in that way, 
but if one were to sit down to the principle that 
each exceptional rate is to be maintained until the 
railway company can get the authority of a tribunal 
to alter that individual rate, I do think that it 
would take 50 years to get rid of them. 

Mr. Balfour Browne: Very likely; but it would 
take the , same time if it went before the Railway 
Commission. 

Chairman : It is .not the tribunal I am concerned 
with, I am concerned with the best way of getting 
these matters into a really suitable and convenient 
form. Let us say it is neither the Railway Commis- 
sioners nor any other trade tribunal. Is not there 
some way by which we could sweep away the bulk 
of the exceptional rates and allow only those to 
stand which were either agreed or a good strong 
case was made out for. 

Mr. Balfour Browne: You see what they them- 
selves say. 

I 'hairman : May I say this ; I am very anxious to 
get away from things like there are in an ordinary 
action where you say that the plaintiff has admitted 
a thing and therefore is bound by it. I am asking 
you, you have begun to do it already, to help us 
with a really good scheme, and I shall ask the railway 
companies to do the same-, irrespective of what any- 
body may have-said in the past. 

Mr. Balfour Browne: I will do the best I can. 

Chairman: You are helping me, T know. 

Mr. Balfour Browne : It is a difficult matter as 
I understand. There should be first of all. I say, 



maximum rates; they do not, but we are both agreed 
that there should exist in certain cases ■ exceptional 
rates. I think a trader who sends goods regularly 
at regular intervals is probably entitled to be charged 
better than a mere casual trader who sends once a 
month or once a year, therefore I think exceptional 
rates should exist. They have existed in the past 
and they :ye existing -to-day. If you do nothing, 
they will continue to exist, but it is to be open to 
anybody according to the railway companies to say 
that the exceptional rate is unreasonable, and if they 
say it is unreasonable, they can go to the Railway 
Commission. I say, on the other hand, instead of 
sending me to the Railway Commission, which is far 
too expensive a. tribunal, I want to go to the business- 
tribunal. That is the great difference between us 
now. If it takes 50 years op my theory it will 
take 50 years on theirs to settle the actual rates. 

I do not see yet any difference between us. 

Chairman : Is there any better system than the 
system which either of you has proposed? Would 
there be a possibility that on top of the classifications, 
assume those eight classes still remain, there were- 
a number of tariffs which dealt with things which 
are habitually the subject of exceptional rates. We 
know there is an alkali list, a grain list, an iron 
and steel list, a manure list, a paper-making 
materials list, a tanning materials list, all 

of which fall within Class C. Could those 
he lumped together and each of them separately 
fall within one list and a special tariff be 
provided, something to this effect, that in the 
case of people sending articles which fall within the- 
grain list in truck loads they shall be entitled either 
to a percentage reduction or to be put in. a lower 
class, or something of that sort? Could not we 
cover up a great number of the exceptional rates in 
that way and go on with the next clause? Upon 
this new tariff for the grain list coming into opera- 
tion all exceptional rates for grain should disappear 
unless by agreement between the traders and the 
railways 

Mr. Balfour Browne : Why that should not be done 
in this country I cannot conceive. It is done in 
Canada. There every tariff, although made by the 
railway company, has to be approved by the Board 
of Commissioners. Why could not it be done here? 
They prepare a tariff, either grouping those matters 
which you have mentioned or separating them, and 
submit it to this business tribunal and have it 
approved. If so. surely it would work ns well here 
as it seems to have done in Canada. What I object 
to here is that we are precluded from complaining of 
any particular rate by the enormous expense of' 
getting a remedy, and the railway companies seem 
to agree with me here, because they have not only 
said that the Railway Commission should be re- 
constituted on the lines of 1888, when there- 
was a railway man and somebody connected 
with business, hut they go on “ in cases not in- 
volving important issues and possibly as an initial 
stage in all cases it is thought that recourse might 
usefully be had to an investigation of the points in 
issue by a committee ’’ — what of — “ of a business- 
character on. which the trading and railway interests 
were both represented.” 

The Chairman: What is your proposal, that we- 
should advise the Minister that he should insert in 
the Act a provision that the existing rates as altered' 
on the 15th January last should all be maintained' 
until some change was brought about in the way you 
have just mentioned? 

Mr. Balfour Browne : Until the tariffs as in Canada 
are fixed by the tribunal which is to be established' 
under Statute. 

The Chairman : And then you would carry, forward 
all the existing rates with the anomalies which 
traders complain of very often and the additional 
anomalies that this Committee introduced in January 
lnst until such time as these new scales could be 
brought into operation. That is vour proposal? 

Mr. Balfour Browne,: Certainly. 1. understand 

these rates are heavy upon us, as you know there was 
an increase of 50 per cent., but at the same time they 
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must be carried on until the proper tariffs have been 
•considered for. the various classes and scales in the 
classification in the way I have suggested by the 
Business Tribunal. 

Mr. Acwortli : You are', sketching two tribunals, 
one the Railway Commission as we know it. the other 
this new Joint Railway Business Tribunal? 

Mr. Balfour Browne : Yes. 

Mr, Apworth : How is a new tariff, we will say, 
for grain or hardware or what not to be evolved 
under your proposal? 

Mr. Balfour Browne : Just as tariffs are evolved 
in Canada. The company promulgates it, and in this 
case either the company or the units which are made 
by amalgamation should promulgate that and submit 
it to the tribunal. 

Mr. Acwortli : But you forget that in Canada from 
the beginning there always have been tariffs. 

Mr. Balfour Browne : Yes. 

Mr. Acwortli: The tariffis were in existence long 
before the Commission. 

Air. Balfour Browne : Very likely. 

Mr. Acwortli : Here there are no tariffis. 

Mr. Balfour Browne : There is a tariff. 

Mr. Ac-worth: No, there is no such thing as a 
grain tariff or a hardware, tariff; there are only 
millions of individual disconnected rates. 

Mr. Balfour Browne : Quite so. 

Mr. Acwortli: Somebody has got to evolve a hard- 
ware tariff or a grain tariff or what not. You agree 
that it is desirable to have one ? 

Mr. Balfour Browne : I think so. 

Mr. Acwortli : I want to understand what your 
machinery for producing it will be. 

Mr. Balfour Browne : I think, as Mr. Whitehead 
said to-day, the real knowledge is in the hands of 
the railway companies; they ought to evolve it; it 
ought to be submitted to the traders of this country, 
and if the traders agree the matter is settled. If, 
on the other hand, they say, “ No, this tariff is 
wrong : it ought to he modified or it ought to he 
changed,” then it would go before the Business 
Tribunal to be determined. 

Mr. Acwortli: You will agree with me that, as all 
tiro rates have to affect one another, and as among 
them they have to produce a certain revenue, all 
the rates affect all the other rates, in a sense? 

Mr. Balfour Browne: Certainly, in a sense, no 
doubt. 

Mr. Acwortli: If the railway companies evclve a 
hardware scale, that must imply certain effects on 
all the other scales? 
s Mr. Balfour Browne : Certainly. 

Mr. Acwortli: How are the traders to be consulted 
upon that? You cannot consult only the hardware 
traders, because it is affecting all the other traders. 

Mr. Balfour Browne : Suppose the railway com- 
panies have their way and there are no maxima and 
they fix the rates, they will have to eVolve those 
tariffs and they have not proposed what I am to 
do as a trader, even if they involved the tariff. I 
Cannot carry the tariff to the Railway Commission 
because there is no statutory provision for it being 
done. I should he absolutely at the mercy of the 
railway companies evolved tariffs. On the other 
hand I say, you have the knowledge, you can evolve 
the hardware and other tariffs, evolve them, let me 
see them, and if I can agree a,s a, practical trader 
the matter is done : if not let us go before experts 
who can determine it, two experts if possible of 
the railways of the country and two experts 
representing the trade of the country. 

Chairman : We are in this position at the moment, 
wei are having a preliminary enquiry about 
principles, and we are going to have another stage 
which has been called, roughly, classifications. Would 
it fit in with your scheme if, before we come to 
the second part of the inquiry, the railway companies 
put forward a number of tariffs, so that together with 
classification would be considered tariffs, and then 
inquire into it, oir it not- this Committee one you 
have confidence in? 



Mr. Balfour Browne : You know that we are: in 
the greatest difficulty. The railway companies them- 
selves say that they cannot .answer a lot of the 
questions asked by the Minister because they do 
not know what the units are to be. We are 

also, in the greatest difficulty because the Minister 
has in White Paper CMD. 654 said there must be a 
great deal more information given to the public. 
That is upon page 6 of the Ministry of Transport 
Estimates 1920/1921. “Statistics — In order to 

economise labour during the War the 
railway companies found it necessary to 
suspend a considerable amount of the statistical 
information which they normally maintained. British 
railway statistics were deficient in many important 
respects before the war, and the restoration and 
extension of statistics was an essential preliminary to 
securing economy in operation and construction and 
to the systematic revision of rates.” 

Chairman : We have had the first month of those 
new statistics. That is obviously- not enough, but we 
are getting forward. Do you think there is a reason- 
able chance that a sufficient amount of those statistics 
will be out to help us when we come to the second part 
of the Inquiry? 

Mr. Balfour' Browne : What I am upon now is this. 
Until these statistics and those referred to below are 
given, the railway companies themselves are 'scarcely 
in a position to evolve what Mr. Acworth has called 
a satisfactory tariff. 

Chairman : How many months of those statistics 
do you think will be necessary? 

Mr. Balfour' Browne : Those that are mentioned 
on the next paragraph, “ Without adequate statistics 
it would be impossible to make the best practice the 
standard for all companies or to secure the maximum 
degree of standardisation in all railway equipment, 
including permanent way.” I need not read that. 
“ The necessary organisation was accordingly set up 
and arrangements were made with the full co-opera- 
tion of the railway companies to institute for each 
railway system as many of the new returns as practi- 
cable from the beginning of January, 1920.” This 
is a most important matter, “ including ton mile 
statistics.” 

Chairman : How far do you say that the return we 
have is insufficient in that respect ? It does give the 
ton mile statistics. 

Mr. Balfour Browne : I have not seen any ton mile 
statistics. 

Chairman: Yes; they are published. 

Mr. Balfour Browne : The ton mile statistics that 
you have do not give the cost of conveyance at all, 
and when we have to consider the tariff we have 
to consider, I am submitting to you, the cost too. 
Then it goes on “ for coal and coke, for other 
minerals, and for general merchandise separately.” 

Chairman : We have got that. 

Mr. Balfour Browne : “ Tons and receipts of prin- 
cipal traffic, commodity ton miles, wagon-miles, train 
and engine hours and train and engine mileage.” 

Chairman : You have got those. 

Mr Balfour Browne : “ Ton miles are the only 
satisfactory measure of the amount of work done by 
the railways ” — that we have not got. 

Chairman : Yes. We have that published about 
three weeks ago. 

Mr. Balfour Browne : Not in connection with the 
cost of working. 

Chairman : We have the receipts. Tlie-cost is not 
mentioned there. 

Mr: Balfour Browne : The receipts include hotels. 

Chairman : No. 

Mr. Balfour Browne : They include all the ter- 
minals and the cartage. 

Chairman : Terminals probably, yes. 

Air. Balfour Browne : And the cartage. What we 
desire, in fixing this tariff is, as- you will see by our 
request to the Minister, to have a separate state- 
ment of the actual cost of conveyance, and that 
cannot be got without getting something in relation 
to cost in relation to train miles. 
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Chairman : What is your proposal, that nothing 
should take place with regard to this until a new 
set of accounts has been set up? 

Mr. Balfour Browne : My proposal is that the rates 
in existence should continue, that the railway com- 
panies should propose tariffs if they like, propose 
new rates because these rates were only allowed, of 
course, as a maxima, they cannot he exceeded to-day, 
the rates fixed on January 15, that they proceed 
to fix actual rates upon scales if they like, or tariffs, 
and those to he submitted to the tribunal if there is a 
■dispute. 

Mr. Acworth : Do you appreciate that in February, 
1923, the Minister’s rates automatically disappear? 

Mr. Balfour Browne: I do not know what is going 
to happen. 

Mr. Acworth : That is the present intention. 

,1/r. Balfour Browne: I know that is the idea. 

Mr. Acworth: That is the law at this moment, and 
that is what Parliament has said. What do you pro- 
pose then? 

Mr. Balfour Browne: I do not know that the 

proposal as To the future legislation of this country 
falls within the purview of this tribunal. If you 
ask me. I do not think that the Ministry of Trans- 
port will disappear in two years. 

Mr. Acworth: I mean to say that unless Parlia- 
ment between now and February, 1923, enacts new 
rates, the railway companies go back to their statu- 
tory maxima of 1892. 

Mr. Balfour Browne: I do not think either we or 
the railway companies are dealing merely with a 
temporary condition. 

Mr. Acworth : I agree. 

Mr. Balfour Browne: We are proposing, I under- 
stand. to find out the principle upon which the rates 
should be charged, and that should exist for all time, 
if we find a right principle. 

Chairman: The principle you lay down is that it 
should be postponed. 

Mr. Balfour Browne: No, although you may know 
the fixed principles, the actual fixing of the rates 
should be referred to the tribunal which will be set 
up by statute if the proposal that we make is 
accepted. 

Now, Sir, further let me say I was, at the time, 
only upon the question whether the tribunal which 
is to fix the reasonableness of a rate — upon that we 
are at one, the railway companies propose it and 
we propose it — should be the Railway Commission or 
a trade business commission or a committee upon 
which the railways should be represented and upon 
which the trade should be represented. That was 
the only question I was upon at the instant, and I 
said that the railway companies, while adhering to 
this formal legal tribunal of an action at law, say that 
the Railway Commission should continue. They say 
that it should he re-constituted on business lines, 
hut they go on further — “in small cases, unimportant 
cases, it should be referred to a committee of a 
business character, upon which the trading and rail- 
way interests tv ere both represented:.” 

If you eliminate the Railway Commission from 
your scheme and accept that not for minor cases, 
hut for all cases, then we are at one. May I say that 
minor cases to the railway companies may he life 
and death cases to small traders? What do they 
propose? Apparently, thht the matter should go 
before the Minister of Transport, and he was to 
•determine which Tvas to go before the Railway Com- 
mission and which to this trade tribunal. I have 
the greatest respect for the Railway Commission. I 
have been there and still go, or would like to, hut it 
is a legal tribunal. It is not their fault ; it is their 
merit that they are distinguished lawyers. As they 
are distinguished laywers they have,’ as we know, 
had before them in the past the most distinguished 
members of the Bar. Then, if I may use Sir Eric 
Geddes’ expression with regard to them, they are 
very expensive. The expense precludes the pos- 
sibility of small traders applying to the Railway 
•Commission. If you look at the'hooks, I think you 
will find I am not exaggerating or minimising when 
I say it will he ten cases a year that they have to 
■decide. If you look at it more closely, you will find 



that the cases that come before them are generally 
brought by important associations or very large 
traders. There are no small traders who ever think 
of going to the Railway Commission. In fact, the 
advice of Counsel to any trader who thought of 
fighting a railway company before the Railway Com- 
mission would be the same as Punch gave to those 
who were about to marry, which is “Don’t!” — do 
not go there. Let us just compare that with Canada. 

Chairman : You will get a great deal of sympathy 
from this Committee in, the suggestion that you 
should go before business men. I only throw that 
out so that perhaps you may not think it necessary 
to elaborate it. 

Mr. Balfour Browne : Not that I want to promote 
litigation — it is the very last thing I admire — but. 
Sir, I know that when it is a trade tribunal you will 
induce trades to go: This Report or article — I am 

not sure which it is — of one of the Railway Commis- 
sioners of Canada was made in 1913. Sir, instead 
of the ten cases that came before our Railway Com- 
mission and made the position of Railway Commis- 
sioners one of the pleasantest sinecures in this 
country, they had 2,500 cases, and 702 of those were 
contentious. The Commissioners, say that in many 
cases the farmers themselves came before the Com- 
mission and made an excellent ease. If there is 
to be a dispute it ought to be not only, as the rail- 
way companies themselves say, simpler and more 
expeditious, but it ought to be cheap. I am very 
sorry if I am doing any injustice to the profession 
to which I had at one time the honour to belong, 
but in the interests of trade I think that a tribunal 
should be readily accessible even to the smaller 
traders of this country. 

Mr. Martin : May I ask, when you are speaking 
for the Federation of British Industries, is it their 
suggestion that the present rates should be made the 
active rates to be in operation? 

Mr. Balfour Browne : Certainly not, except as a 
temporary measure. The existing rates were estab- 
lished as a temporary measure. 

Mr. Martin : You were saying just now that you 
thought they should be the rates that could be put 
into operation, and that anyone who differed from 
that would go before this tribunal. 

Mr. Balfour Browne : I am afraid they are in 
operation, and the provisions of the Transport Act 
of 1919 provide that, with the advice of this Com- 
mittee that I am addressing, the Minister can put 
into force any rates he likes, and those are to be 
deemed reasonable. 

Mr. Martin : These rates were put on temporarily 
previous to this Inquiry. What we are anxious to 
know now is how those rates which were put in 
temporarly should be revised, and whether we should 
start on a fresh basis. 

Mr. Balfour Browne: Certainly. 

Mr. Martin : What we want to know is, on what 
that basis should be on which we should start? 

Mr. Balfour Browne : I will come to that imme- 
diately. In order to sum up what I have said, the 
Federation proposal is, therefore, that there should 
he a business tribunal which is to determine the 
actual tariff and the actual rates if disputed, and 
that they should have exactly the same powers as 
the Board in Canada of allowing or disallowing rates 
which they think unjust or unreasonable. I am 
quoting the words of the Act. 

Mr. -Jephson:- You say there “if disputed,” but 
there is something before that. How are the rates 
that have been put into force, which are the subject 
of the dispute, to be fixfid ? You say on a certain 
maximum. 

Mr. Balfour Browne : If I take the maximum, I am 
to some extent protected. The railway company 
cannot charge more. It is within that maximum that 
I still claim the right that I believe I have had 
since the year 1845, when Parliament said you may 
charge a reasonable amount, not an excessive maxi- 
mum. When it comes to the question of the reason- 
able amount, then, I suggest, I do not want to go 
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before the Railway Commission, but I want to go 
before the Railway Tribunal. 

Mr. Jephsov: Your proposal is that the railway 
companies, within any maximum that may be fixed, 
should have a free hand to put in whatever rates 
they like, but if they are challenged, they should go 
before this tribunal, or ultimately to the Railway 
Commissioners ? 

Mr. Balfour Browne : I should say, if this tribunal 
or Parliament fixed a maximum, which they ought to 
do, then the railway company would be entitled to 
fix their charges at the maximum, but, at the same 
time, just as under the Act of 1894, every trader 
had the right to say, “ You have gone beyond the 
maximum of 1892; you must justify the increase,” 
so any trader would have a right then to come before 
the tribunal and say, “ You must justify, not the 
increase, but the whole rate before the Trade 
Tribunal.” 

Mr. Martin: You say you could go to the tri- 
bunal, and traders generally agree that some tribunal 
may be necessary, but this tribunal may be neces- 
sary when you have put into force am active work- 
ing scale, but we are hoping that the active working 
scale can be recommended by this Committee. If 
this Committee can recommend, after hearing 
both sides, an active working scale to be put into 
operation, your Advisory Committee would not be 
wanted till a dispute arises. If we carry out your 
suggestion, this Committee will be no good at all, 
because we shall get no nearer finality than we were 
before. 

Mr. Balfour Browne : If you can recommend to 
the Minister, and he puts before Parliament, an 
actual working scale, that would satisfy me, but I 
must still have an appeal to somebody if it is de- 
parted from by the railway companies. 

Mr. Martin : I think all traders are agreed upon 
that. The only point I was getting at was this. 
I do not want this Committee to- disband itself or 
to be disbanded without coming to finality. We 
shall never come to finality unless we have some scale 
to put forward as a basis of rates. 

Mr. Balfour Browne : If you can fix the actual 
scale for the actual rates you are really doing what 
I was suggesting the proposed tribunal would do, 
and this tribunal is to a large extent constituted 
in exactly the way that I desire to have my tri- 
bunal constituted. 

Mr. Martin : What I would suggest is that that 
is the object of this Committee. What we want 
is. evidence from the traders as to what scale of 
rates in operation would satisfy them, and then, I 
take it, we shall hear the railway side of the ques- 
tion, and this Committee will decide between the 
two. 

Mr. Balfour Browne : If you can do that you will, 
T believe, have satisfied a large body of traders in 
this country. 

Chairman : That is the reference to us. The second 
part of the reference, after fixing the classification, 
says: “And the particular rates, charges, and tolls 
to be charged thereon.” So it is referred to us to 
make the best scale we can, ns it will probably be 
imperfect, but it will be the best we can. 

Mr. Balfour Browne : I thought that the Com- 
mittee was only inquiring into the general prin- 
ciples which should be adopted as to' the future basis 
of rates and charges. 

Chairman: That is Part 1. Part 2 is the classifi- 
cation of the merchandise traffic, and the particular 
rates, charges and tolls to be charged thereon. 

Mr. Balfour Browne : That goes further than the 
White Paper. I did not know that was in it. 

Chairman : This is the reference to us which has 
been published in the advertisement of this meeting 
which I read when we first came into the hall. 

Mr. Balfour Browne : I had not seen that. All I 
knew was what I read to you : “If they favour the 
maintenance of classification of goods they will con- 
sider how the various commodities shall be classified.” 
That, I understand, was the point. Now I see wliat- 
my friend has handed to me: “ The classification of 
merchandise and of the particular rates, charges, and 
tolls to be charged thereon, and for the services ren- 



dered by the railway company.” That would meet 
the point that I have been trying to make. If you 
do what has just been suggested, fix these actual rates, 
I believe they will give us the protection at which we 
are aiming. They will prevent the oppression of the- 
monopoly which Sir Eric Geddes said he was meaning 
to prevent. In these circumstances, you will have to 
consider the reasonableness of these rates. You have 
held out the fearful threat to me that it may take- 
20 years to do. 

Chairman : I propose to find some way of evading, 
that. 

Mr. Balfour Browne : You will have to perform 
exactly the same duties that I was suggesting would 
have to be thrown upon the trade tribunal. If it is 
done, you have met the views which I want to put- 
before you on that head. Now, if you will forgive 
me for a minute, I would like to refer to the differences 
which may arise with regard to the future, because 
there may still be disputes, of course, in the future 
as to how these are to be settled. I have already said 
I have great respect for the lawyers on the Railway 
Commission ; but I venture to say that the whole of 
the questions that are submitted to the Railway Com- 
mission are not legal questions, but trade questions. 
Let me take an illustration. You know that the whole 
foundation of the railway regulation, using it in the 
wide sense, was the Act of 1854, which was that the 
Railway Companies should not give- a preference to 
any trades, or should not prejudice any other trades; 
and, secondly, that they should afford due and reason- 
able facilities. First of all, with regard to preference, 
does it require a learned gentleman in the common, 
law to determine as between two traders whether pre- 
ference is given? The man in the street could do 
that. As to the question of whether it is undue,, 
surely an expert tribunal of traders and railwaymen 
could determine whether there were any circum- 
stances which would take it out of the category of 
undue? I suggest that it is not a legal question 
at all. May I say I am supported in that- 
by the very old but very excellent authority of Lord 
Campbell who, when that Bill was submitted to 
the House of Lords, refused to have anything to do 
with that jurisdiction and said it was not a question 
for lawyers at all. As you may know, the result of 
his intervention was that no such case was ever 
brought before the Queen’s Bench, but under the 
Act of 1854 they were all sent to the Court of Common 
Pleas, possibly because, though I have not looked 
up the distinguished Judges who were on the Bench 
at that time, they were not lawyers. But the basis 
of their jurisdiction is practically undue preference 
and facilities. What do the three lawyers know about 
railway facilities? It requires a lifetime really to 
understand what facilities railway companies can and 
ought to afford. 

Chairman : Then does the Federation of British 
Industries advocate the total abolition of the Railway 
and Canal Commission? 

Mr. Balfour Browne : Certainly; we say there is 
no necessity for it. Take the more recent Acts. 
The Act of 1873 took it away from lawyers. It 
established more of a trade tribunal. There was no 
Judge upon the Tribunal under the Act of 1873. 
Their jurisdiction was extended to what? To the- 
approving working agreements. That had been done 
by the Board of Trade and was just as satisfactorily 
done by the Board of Trade as by the Railway Com- 
mission. They also had to see to the publication 
of the rate book under Section 14. Is that a matter 
tor profound lawyers? I have a great respect for 
the present members of the Railway Commission, 
but I think an ordinary clerk could see to the publica- 
tion of the rates in the rate books. Then there was 
the power to fix terminals as well, that again is a 
purely practical question. You do not need to be 
a lawyer, having wandered in what Tennyson calls 
that “wilderness of single instances” and you do 
not need to be a great authority upon Statute Law, 
to fix the terminals of railway companies. Take the 
Act of 1888 as to allow approved rates. Is that a 
matter for lawyers? To allow group rates — you 
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about group rates. It is a very important 

matter, but it is a trade matter. It 

was first brought to the Railway Com- 
missioners in a case — I remember my 

learned friend, Sir John Holker, appearing in it — 
in which it was suggested by the traders and ulti- 
mately accepted by the railway companies; now you 
hear there ought to be grouping of various 
districts for the purposes of charges. They 

are also, curiously enough, to protect this country 
against foreign competition. It is a positive fact 
that a Court of Law cannot manage railways. They 
are all practical questions, and every one of them 
ought, in the view of the Federation, to be referred 
to this traffic tribunal, upon which the railways, as 
well as the trade of the country, are represented. 
That the expense of this tribunal is great is admitted. 
There was a Departmental Committee which reported 
in 1911 which was set up by Mr. Churchill. Though 
it was not actually part of the reference, they did 
report upon this question of the expense of the 
Railway Commission. It is signed by Mr. Winston 
Churchill. Its personnel contained a certain number 
of lawyers. I see the name of my friend, Sir Ernest 
Moon, who practised largely before the Railway 
Commission at one time. Mr. Russell Rea was the 
Chairman. The reference was “to be a committee 
to consider and report as soon as practicable what 
changes, if any, are expedient in the law relating 
to agreements among railway companies, and what, 
if any, general provisions ought to be embodied for 
the purpose of safeguarding the various interests 
affected in future Acts of Parliament authorising 
railway amalgamations or working unions.” So it 
was a little out of their line, but they did report in 
para. 100 to this effect : “The evidence showed a 
lack of appreciation on the part of many witnesses 
of their rights as traders and of^the remedies avail- 
able to them. Under the existing law complaints 
of unreasonable increases in rates or lack of reason- 
able facilities fell to be decided by the Court of 
the Railway and Canal Commission. The amended 
law which we suggest would naturally be admin- 
istered by this Tribunal’ also. Dissatisfaction with 
this Court and its procedure has been expressed by 
some of the witnesses appearing before us, this 
dissatisfaction being based mainly on the expense 
involved in prosecuting cases. But the importance 
of the issues which are generally, either directly or 
indirectly involved, tends to make the expense of 
the cases which are tried considerable. It is remark- 
able that the protection of the existing Court has 
rarely been sought by any traders except those whose 
business was of an extensive kind. We observe, 
however, that the Board of Trade Railway Conference 
has suggested that a simplified and cheapened 
procedure before the Registrar might be 
adopted in the less important cases. We 
agree with that suggestion, but that that some 
further modification should be considered in the 
interest of small traders. For example, it might be 
advisable to provide that all cases where the amount 
in dispute is under a certain fixed sum should go 
before the Registrar, who, however, should be given 
discretion to refer any particular case to the Com- 
missioners for trial, and that there should be no 
appeal from the Registrar without leave, the Regis- 
trar being empowered to impose on the appellant 
terms as to the costs or otherwise at his discretion.” 
That shows that that Committee was impressed with 
this point, which really impressed us, that it is not 
a Tribunal for small traders, and that, while great 
people and large concerns can go and get a remedy 
before the Railway Commission, it is withheld from 
people in a smaller way. We desire, therefore, that, 
after a tariff of actual rates has been settled by this 
Tribunal, all questions as to future rates, if not fixed 
V you. . should still go to this Trade Tribunal instead 
of to the Railway Commission. 

Chairman : I. take it your scheme would be an 
Act of Parliament for fixing the maximum, the rates 
below the maximum to be set up on the advice of 



this Committee, and then subsequently power to 
railway companies to increase them, subject to an 
appeal to a Trade Committee? 

Mr. Balfour Browne : Yes. Now we come to the 
important matter for you to consider in fixing the 
actual rates. The railway companies, as you see in 
their reply to the Minister, have set out their view, 
and it is with that view that we beg respectfully to 
differ. First, may I refer to their covering letter 
upon page 10, the paragraph beginning; “ There is, 
however, a larger question which, in the opinion of 
the Association ” — that is, the Railway Association 
— governs the whole situation. The problem of 
rates and charges is the problem of how to 
raise a revenue which will enable the railway 
industry to be carried on and developed upon a 
commercial basis.” When you get to their detailed 
statement you will find upon page 12, after they have 
put their contention; “Lastly, and most im- 
portant of all, remains the question of 

the principles and considerations which are to 
guide the companies in fixing, and the 

responsible authority in approving or disapproving, 
i ates. It is submitted that the governing considera- 
tion must be mainly commercial and not legal, and 
that this should be made clear from the outset — 
possibly in the form of statutory declaration or 
instructions. But something more than that will be 
required by way of definition. A company’s rates 
and fares should be such as in the aggregate will 
normally yield an adequate, but not an excessive, 
return on its capital or value, and it is essential that 
this be made clear in a way that will render it incum- 
bent on those on whose decision the validity of a rate 
ultimately depends to make this rule their governing 
consideration.” Here we are really at the parting of 
the ways. You see that what they practically claim 
is thoc Parliament should guarantee their dividends 
A living wage is one thing. The guaranteeing of 
dividends is an entirely different thing. First of all, 
this is obviously far too wide a claim. The railway 
companies obviously do not know what the basis of the 
rates should be, because, as you see, they used alter- 
natively capital or value. Those two things are, as 
the railway companies know, entirely different. If 
you take, first, the basis of value, then possibly the 
rates which you would fix would be very small indeed. 
We hear from Sir Erric Geddes that the railway 
companies cannot pay their way. 

Chairman : I do not think this is a question as to 
which, at present, the decision will be for us to solve. 
When we come to the fixing what the actual rates are 
we shall want to know what aggregate we are going to 
give to the companies, but at the present stage I think 
we must leave that over and deal with the principle 
upon which the rates are to be based. Then, when we 
have got that they will have to tot up to a certain 
sum of money, and that will be the urgent question, 
but 1 am not at all sure that it will be for us to 
settle it. 

Mr. Balfour Browne : As I understood it, the ques- 
tion is, as you have pointed out, to find out the basis 
for the actual rates. 

Chairman : Yes. 

Mr. Balfour Browne : Here the railway companies 
say, and Sir John Simon said it to-day, that the 
basis is to be value or capital. 

Chairman : It may be that this Committee may 
have to deal with it at its later stages. We have 
to divide our inquiry into three parts. It is a rates 
inquiry. First, there are the general principles 
upon which the rates are to be imposed; second, the 
classification of goods; and third, the rates actually 
to be imposed. When we come to the rates actually 
to be imposed, of course we shall want to know what 
total we are trying to build up, but until that stage 
I think we may postpone that difficult inquiry, and 
quite likely Parliament may have done something in 
the meantime which will relieve us of it. 

Mr. Balfour Brow'ne : Surely, with respect, this is 
the very question of principle. What are you going 
to found the rates on? They shy on the capital or 
the value of the railways of this country. 
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Chairman .: That is the aggregate amount, not the 
rates themselves. I certainly understood we were 
more concerned at the moment to discuss the means 
of distributing the rates than what the aggregate 
figure is to be. One cannot arrive at the aggregate 
figures until one knows what the cost of working the 
railways is in the first instance, because they change 
so rapidly almost from hour to hour. Yesterday we 
could have treated coal as costing a certain, sum; 
to-day we have to treat it as costing at least 10 
per cent. more. 

Mr. Balfour Browne : If you once fix that they 
are to have what they call a living wage, which I 
take it means the dividend upon capital or value, 
as they say, the mere distribution of the rates is more 
a matter for the traders. 

Chairman : Quite so. 

Mr. Balfour Browne : But the principle that we 
are upon surely is, what are you going to base your 
railway rates upon? Is it upon value, and if so, 
upon what value ? If you take the value of a railway 
company, as you have to do continually in rating 
cases in a parochial piece of line, it takes a long 
time to inquire into it, but what is the, commercial 
value of a railway company that pays no "dividend? 

Chairman : They might put it the other way — what 
would the traders pay to have a railway company 
put there if there was not one there already? 

Mr. Balfour Browne : That is not the question, 
although they might put it in that way. There is 
the railway, according to Sir Eric Geddes, with a 
bargain with the public. They are seeking to rid 
themselves of the bargain, and at the same time 
they say: “ Value the railway.” Well, I might say: 
“ Yes, I will value the railway ; but I will value it 
on the parochial assessment ’principle, the rent which 
might reasonably be expected from year to year,” 
not upon Sir Eric Geddes’ rates, but upon the rates 
that you had before the war. If so, most of the rail- 
ways in this country would be nothing. 

Chairman : I do not think we shall be going into 
that, because then we would have to take into account 
the question that the State has meddled with the 
fixing of wages. Once the State begins to upset the 
balance, all sorts of new elements come in. I do not 
think, at the present stage of the inquiry, we want 
to know what amount of money we are going to give 
them, but only to find what sum of money is to be 
distributed in the form of rates. 

Mr. Balfour Browne : I venture to think that this 
is really at the root of the whole matter. It could 
be put in another way. I will put it against the rail- 
way companies that practically many of them are not 
paying their way, and therefore could not be worth 
rent. But take it they were to be valued on a 
capital basis to-day, as, apparently, I gather from 
the article I have read with great interest, may be 
possibly the way the United States are going to do it. 

Chairman : They must get a large sum of money in 
the form of rates, because you are going to allow them 
to pay expenses. Therefore we have the fact that a 
large sum of money has got to be provided for each 
railway in the form of collections from its customers, 
apart altogether from passengers. If we know that 
we have got to find a, large sum of money to enable 
the railways to carry on, whether they pay dividends 
or not, it does not at this stage of the Inquiry fee l 
to me to matter much what that sum is, or whether 
wo say, with regard to the railway companies as a 
whole : We have got to find them £100,000,000, or 
£200,000,000, or £250,000,000 ; or, with regard to a 
single railway we have to find £1,000,000. or 
£1,500,000, or £2,000,000, because there must be a 
big sum for paying expenses in any event. 

Mr. Balfour Browne : If you are going on that 
principle, that you are going to fix rates upon the 
basis that they are to be sufficient to allow for the 
railway companies of this country to carry on, I 
confess you will be in very great difficulty. I have 
only torn this from a stockbroker’s list, and I will 
not mention any railway, but I find here one with 
£11,259,000 in capital, and it has paid nothing in 
the last ten years. 



Chairman : What does it matter ? It has still got 
to pay wages to its servants. 

Mr. Balfour Browne : We are not upon wages ; 
we are upon rates. 

Chairman : You have to raise money in the form 
of rates te enable the company to carry on its railway 
hi’ paying wages, and, therefore, we have to fix some 
rates. We cannot say anybody is to have their goods 
carried free, and, therefore, we are quite certain 
that some money will be needed for carrying on the 
railways. What the particular sum of money is does 
not seem to me to matter at this stage of the Inquiry. 

Mr. Balfour Browne : You cannot possibly fix 

the rates on the wages paid, nor can you fix it upon 
the principle which is suggested here. 

Chairman : I have not suggested anything in the 
least like that. If you think it will save time that 
you should go on, please go on and finish your argu- 
ment on this part of the case. 

Mr. Balfour Browne : Very well. I have referred 
to the United States. Apparently there they have 
made a bargain that the railway companies should 
have something like 5J per cent, or 6 per cent, upon 
their value. In Sir Eric Geddes’ address to the 
Institution of Transport he held out something of 
that sort, because he said the companies had recog- 
nised a return of 5| per cent, or 6* per cent, on the 
value of the property. That is the way they are 
fixing the rates in the United States. That is the 
principle he stated there, and that has led me to feel 
some difficulty here. In other words, the United 
States had said! to the companies: “We will enable 
you to earn a living wage on your capital.” I do 
not know which is which, but they are totally 
different things. If that company which I do not 
mention, with the £11,259,000* capital is to have a 
living wage, what would the rates have to be? I 
do not mention the name of the company again, 
because it might be invidious, but I find one, where 
the shares are standing at 116 and 120 even now, 
which has paid 10 per cent, to its shareholders for 
the last half-dozen years. This only goes hack three 
years, hut I daresay it lias done so before. How are 
you going to fix the rates of that company on a basis 
of 5 per cent. ? What is the value of a railway com- 
pany like several of these here, where the shares stand 
at J per cent, and the other shares, . as I said, are 
standing at 116 and 117? 

Chairman : What is the proposal of the Federation 
of British Industries ? 

Mr. Balfour Browne : That it should be done upon 
the cost, and cost must be considered in relation to 
what it cost the company to do, and also the value 
of the services to the trader, and also the capital 
cost to the company — all those three, but not apart, 
not to fix it upon capital alone. How is. the ques- 
tion of reasonableness determined to-day? On this 
point we are absolutely at issue. The railway com- 
panies say in their statement on p. 12: “Neither 
does it seem possible to discuss usefully, at any rate 
at the present stage, such a question of principle as 
the relative weight to be given in fixing rates to the 
apposite considerations of cost of the service to the 
carrier on the one hand, or of the value of the 
services to the trader on the other.” Of course, 
those are out of it, if you take the value and say : 
“I am going to give you a dividend on value,” or 
if you take capital and say, “ I will give you 
a dividend on that.” One word with regard to that. 
It is known all these railway companies have in 
their hooks an immense capital that is : absolutely 
obsolete. Is it their principle, as apparently it is 
from their allegations in the letter, that that capital 
is to be taken, and to have 5| or 6 per cent, dividend 
guaranteed on it? Upon one occasion the Gas Light 
and Coke Company came to Parliament for some 
privilege, and Parliament said, it being pointed out 
that their books contained a large amount of what 
is called obsolete capital, “We will give you those 
privileges, hut we will bind you to come next year 
for. an Act of Parliament writing off all the obsolete 
capital.” Counsel for. the Company did it. Its 
capital has been written down, but these railway 



22 



GENERAL REVISION OF RAILWAY RATES AND CHARGES. 



11 May, 1920.] Mr. J. H. Balfour Browne, K.C. [ Continued . 



companies’ capitals have not been written down. 
If you are to take the capital, what I should say, 
in cost, this would come in: but it should be useful 
capital — capital that is usefully employed. Much of 
the capital is not usefully employed. Though you 
say rates did not include it. the capital includes 
the hotels, the steamboats, the depots .at Charing 
Cross and so on. Are all those to be included for the 
purpose of railway rates? What we want to get at 
is this. I would not mind taking the capital cost, 
not as to-day, because of course the prices are 
inflated, but the capital cost of the line, and fixing 
the conveyance rate upon that, but what they want 
is the whole capital of the company, and they want 
the dividend guaranteed. I say that can never be 
a rational basis for railway rates. I gather that the 
United States are, as Sir Eric Geddes says, going to 
allow 5J or 6 per cent. I gather, “ the Commission 
there may fix the rates for the United States as a 
whole, or for such rate-groups as they may think 
fit to form. But they are to have reasonable latitude 
to modify or adjust any particular rate which they 
may find to be unjust or unreasonable, or to prescribe 
different rates for different sections of the country.” 
That is what is to take place in the United States 
in the most recent legislation, and that is what I 
say ought to guide us here for my trade tribunal. 
“ The rates are to be such ” — and this is an im- 
portant section — “ as 1 under honest, efficient and 
economical management and reasonable expenditures 
for maintenance of way, structures and equipment, 
earn an aggregate annual net railway operating 
income equal, as nearly as may be, to a fair return 
upon the aggregate value of the railway property 
of such carriers held for and used in the service of 
transportation.’ ” A hotel is not used for transporta- 
tion. “ The Commission ‘ shall from time to time 
determine and make public what percentage of such 
aggregate property value constitutes a fair return 
thereon ’ ” — so that it is a varying percentage, you 
see, in the United States — “ and the percentage is 
to be uniform throughout the country.” That is to 
say, that in those cases that I have mentioned, 
where there is no dividend earned at all, and where 
the 10 per cent, dividend has been earned, they 
would be equalised. It practically means a pooling 
arrangement. I think it would be a very lucky thing 
for some of the companies if they were pooled — for 
instance, the Chatham and Dover with the Barry Rail- 
way. “ ‘ In making such determination it shall give 
due consideration, among other things, to the trans- 
portation needs of the country, and the necessity 
under honest, efficient and economical management of 
existing transportation facilities) of enlarging such 
facilities in order to provide the people of the United 
States with adequate transportation.’ ” In the rail- 
way companies’ letter there is not one word from 
beginning to end about the needs of the country. 
They have not considered the traders. They 
have said: “Merely fix the rates upon my 

capital or value.” If it was the value to-day I do 
not hesitate to say that the London and North 
Western Railway Company, instead of having a value 
at its capital cost, would probably at the cost of 
constructing the London and North Western to-day 
be getting it three times the amount — it could not be 
constructed for less than three times the amount. 
This article goes on in this way: “For an interim 
period of two years from March 1st, 1920, the Com- 
mission is required to take 5J per cent, on the 
aggregate value of the property as constituting the 
prescribed fair return, with, if the Commission thinks 
fit, an additional half per cent, to be applied to 
purposes chargeable to capital, but not directly 
revenue-earning.” Then comes a statement in this 
very interesting article of the value of the property 7 : 
“ After two years it will be for the Commission to 
decide what is a fair return. This return is to be 
upon the aggregate value of the property held and 
used in the service of transportation. In cases where 
value of property has come into question the Com- 
mission has hitherto accepted the figure standing in 
the companies’ books as ‘ property 7 investment 



account ’- as showing the nearest obtainable approxi- 
mation of the value. Since 1907, during which period 
some six to seven thousand million dollars have been 
invested, the capital accounts have been closely super- 
vised by 7 the Commission. Previous to that date 
the correspondence between book cost and cash cost 
can only have been of the roughest kind. A vast 
mass of ordinary shares, especially of the Com- 
panies in the West, were in early 7 day's issued 
for no cash payment at all. On the other hand, 
hundreds of millions of dollars of capital have since- 
been wiped out in reorganisation ; and very large 
sums have been expended out of revenue for capital 
purposes. No one can balance by accounting methods 
one against the other. In 1913, Congress passed an 
Act requiring the Inter-State Commerce Commission 
to make a detailed and itemised physical valuation 
of every mile of railroad in the United States. This 
valuation has already cost many millions of pounds 
sterling. So far as the inventory is concerned, it is 
nearly completed. But the final results have not 
yet been compiled, except for a few (mainly minor) 
companies, and there still remain a host of cprestions 
as to what constitutes value ; how far it is merely a 
physical matter ; what property should be included 
in the valuation ; as to the date to which the valua- 
tion applies; and so on. It must be many years 
before these questions — each and all of which the 
companies can fight up to the Supreme Court — will 
be decided.” 

Chairman : What inference do you ask us to draw 
from the passages you have been reading? 

Mr. Balfour Browne : I ask you to draw this 

inference, that the proposal of the railway companies 
that value or capital should be taken as the basis 
for fixing actual rates is absurd. 

Chairman: What do you ask us to substitute 

for it? 

Mr. Balfour Browne : I ask you to substitute for 
it the cost of performing the service first of con- 
veyance proper, which is on the line, and secondly 
the cost of doing the terminal services, which are 
really to-day liable to be reviewed by the Railway 
Commission, and the cost of doing all separate 
services such as those that you had from Sir George 
Beharrell to-day. 

Chairman : They are to render their services at 
cost price, without any allowance' for capital. 

Mr. Balfour Browne : No ; I think in cost there is 
certainly an allowance for capital. 

Chairman : On w 7 kat basis are we . to take the 

capital on which w 7 e are to make an . allowance, and 
at what rate of interest? 

Mr. Balfour Browne : I should certainly take into 
consideration the fact that a company was practically 
bankrupt and had no dividend at all for years. 

Chairman :■ Are you to take the capital on which 
you allow the cost as on the comparative success of 
the company in the past, and not at the value of 
the materials at present? 

Mr. Balfour Browne: No, I take into considera- 
tion all future prospects. I think, in valuing all 
property, future prospects must be looked at. 

Chairman: Is it to be put down at a valuation? 

Mr. Balfour Broime : I certainly should not say to 
a company, “ You have made nothing for years; you 
are not in a position now, w 7 ith your existing rates, 
to make anything, but I -will give you rates which 
will give you 5 or 6 per cent.” 

Chairman: Are you going to allow interest on 
debentures? 

Mr. Balfour Browne : That does not seem to me 
to be the question at all. 

Chairman : I want to know 7 what it is. You have 
read us passages to show 7 the other proposals are 
wrong. I want to get at your proposal, because if 
we are to deal with it — I do not think w 7 e must deal 
with it — w 7 e must deal with it on some understand- 
able basis. You give us the cost price. Then you 
say you would allow something for interest on 
capital. If we are to understand the proposal, w 7 e 
must know what amount of capital you allow 7 that 
the company is to be supposed to have. I under- 
stand by its actual value you mean some theoretical 
capital, but what rate of interest would you allow 
or, that theoretical capital? 
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Mr. Balfour Browne: The first charge on the 
company is debentures. 

Chairman : What would you allow them as to 
debentures? 

Mr. Balfour Browne : You would have to consider 
the condition of the company. If it was. as some 
of the large companies are, not in a position to pay 
at its old rates — and I think its old rates must be 
taken as a measure — I would consider that I should 
give it a return with regard both to the past, and 
with regard to any prospects in future, but to tell 
me you are going to allow a uniform S or 6 per 
cent, throughout this country, is to tell me you are 
going to endoiv some companies that are worthless 
and to take away from other companies that are 
worth a very great deal of money. 

Mr. Acworth : May I ask you a question? You 
have a company carrying from Sheffield to London, 
the Midland, earning 7 per cent., and the Great 
Northern, earning 3 or 4 per cent., and the Great 
Central, earning nothing. Are you going to fix 
different rates for the three companies? 

Mr. Balfour Browne : I should say most distinctly. 
The Great Central, if it is going to be allowed all its 
capital, which has been thrown away in coming to 
London, then the London extension would gain enor- 
mously. In fact, the companies which have wasted 
money the most would do the best. 

Chairman : I understand you to say that the rates 
which they would be allowed to charge for the car- 
riage of goods would differ in respect of those three 
•companies passing through Sheffield? 

Mr. Balfour Browne : Unless the units are to be. 
entirely altered, yes. If they are to remain separate 
companies, yes. 

Chairman : Then there is an end of our through 
traffic, and uniformity of rates, and so forth? 

Mr. Balfour Browne : I agree that uniformity of 
rates would be a very great advantage, but I do not 
think that that justifies them in throwing their 
burdens upon the public by taking rates that they 
are not entitled to. 

Chairman : You have opened up a new vista alto- 
gether. I had thought that the rates were to be 
as far as possible uniform, and that what we should 
be aiming at would be producing an aggregate rate 
which -would be generally speaking fair, but I under- 
stand you to say that we are to take each company 
separately and fix the rate not by the actual cost 
to them and so forth, or by the services to the trader 
and so forth, but, having found out whether the 
company had been extravagant or careful in its 
management in the past, we would fix a different 
rate for the different companies running side by side 
and carrying the same goods. 

Mr. Balfour Browne : 1 have said distinctly the 
maximum rate should be uniform. The actual rates 
should not necessarily be uniform. 

Chairman : I do not suppose anybody cares about 
the maximum rates. What they really care about 
is the rates at which their goods are actually carried. 

Mr. Balfour Browne : So long as you give me a 
tribunal to fix the actual rate, or if you fix the 
actual, then the maximum becomes of not much im- 
portance. But what did Sir George Beharrell say 
about cartage? It ought to be the cost plus the 
profit. If the cartage is to be on that, why is not 
it that the railway conveyance is to be the same? 

Chairman : I imagine it would be. 

Mr. Balfour Browne : You are proposing, as I 
understand, to give a similar rate to those companies 
that Mr. Acworth mentions, the Great Central which 
comes to London and makes nothing out of it, while 
the London and North Western makes a large 
profit. Why, because the Great Central has specu- 
lated wrongly and invested its money in a thing 
which is worthless to it, should you do that? 

Mr. J eplison : What is going to be the position, 
taking the illustration Mr. Acworth has used, of 
Sheffield and London? You have the Midland and 
the Great Northern carrying at a profit. Because 
the Great Central are not making a profit you would 



give them a lower rate between Sheffield and London. 
What becomes of the traffic? 

Mr. Balfour Browne : Probably the Great Central 
will get a considerably greater proportion of it. 

Mr. J ephson : By carrying it under that scheme 
they would make a profit, and the other companies 
would lose. 

Mr. Balfour Browne: I quite understand that the 
other carrying companies want to be protected against 
the diversion of traffic, but what was the Great Central 
sanctioned coming to London for — for competition? 
It was opposed by the other companies because it was 
competing. 

Mr. -J ephson: Is it also the view of the Federation 
that the rates should be based on cost only, because I 
think you know Mr. Balfour Browne as well as any- 
body, that the basis of fixing rates has not been on 
cost, it has been on the value of the article sold ? That 
has entered it. 

Mr. Balfour Browne : And the value of the article 
would still have to be considered, because that is cost. 

Mr. J ephson: I thought you meant the cost to the 
Railway Company of hauling it. 

Mr.. Balfour Browne: Even that is a cost to the 
Railway Company. If the Railway Company is carry- 
ing as a common carrier it insures the goods, there- 
fore the value is a matter that has to be considered in 
cost. 

Mr. J ephson: “Would you suggest a ton of pig-iron 
and coal should he carried at the same rate, assuming 
the cost is the same? 

Mr. Balfour Browne: Not necessarily; the cost 
might not be the same, and the profit need not be 
the same. Suppose a Railway Company carries one 
million tons of one article, coal, the profit it may 
make upon each ton may be very small. 

Mr. J ephson : I took pig-iron and coal. 

Mr. Balfour Browne : If, on the other hand, it only 
carries 10 tons of one particular article, the profit 
might be much larger. If I were publishing a law 
book, for instance, the charge is high. Why? 
Because there is very little demand for it. If on the 
other hand you are publishing a novel, the profit on 
each copy might be very small because the demand is 
large. So with regard to a Railway Company. That 
is exactly where you want a trade tribunal to compare 
coal and pig-iron. It seems to me that the question 
of cost and insurance and quantities must be con- 
sidered by that tribunal in fixing the rate. 

Mr, •/ ephson : That does away with uniformity 

altogether? 

Mr. Balfour Browne : Probably that is right. I 
have no knowledge, I am not an expert upon the 
question, 

Mr. Davis : This morning you said you represented 
the greatest interest here. It has been now suggested 
by you that the Great Central is getting no profit, 
and might be villainously treated; your members 
would naturally, if the rates were reduced and were 
more favourable, give them the preference of trans- 
port over another company charging more. 

Mr. Balfour Browne : I am not sure I follow. 

Mr. Davis : Would not that in practice be the 
result. We buy in the cheapest market. You argue 
that point out, we buy in the cheapest market 
wherever we possibly can. Would not that be the 
cheapest market for your members? 

Mr. Balfour Browne : I am sorry, I did not catch 
all your question. 

Chairman: Mr. Davis puts to you, that whichever 
railway company gave you the lowest rate, because 
it had been unprofitable in the past, would divert 
the traffic from the other companies. 

Mr. Balfour Browne : Naturally. 

Chairman : And therefore you make the biggest 
profit. 

Mr. Balfour Browne : Is not it fair to put it upon 
the ordinary principle which, I understand, underlies 
all prices, that cost of production or cost of service is 
the basis of the charge made. It is quite true, if 
you ask me to sell one ton of anything in the cost. 

I say, “ It costs me so much in wages, so much in 
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raw material, but I must also have a return upon 
niy manufactory.” Quite true, 1 agree, but to tell 
me that altogether, apart from wages and any other 
circumstances, the cost of my mauufactory alone, or 
the value of my manufactory, is to be the guide as 
to the price of my goods, seems to me to be wrong 
as a principle of political economy. When you take 
a separate undertaking like cartage, we are agreed. 
Sir George Beharrell quite rightly said, 1 would not 
have a word to say against it, if they cart they 
should have the fair cost of the cartage and a profit, 
just as Messrs. Pickford’s have. The railway 
companies would have no advantage over the 
ordinary trader by road, but my case is 

infinitely stronger when I get upon the road. 
As a carrier by road, they are free,' inde- 
pendent, they are not regulated by Statute. When 
they get on the railway they are regulated by Statute. 
I am not claiming my pound of flesh, but I have 
my old bargain, and now here is a railway where 
you are going to carry from your siding to my siding. 
Take the simplest case possible. You are not asked 
to do anything at the siding except put it over the 
points. All that you do for me, I will assume that 
there is nothing else done, but the conveyance. Why 
should not they tell me the capital and the haulage 
cost, wages, and everything for that conveyance, and 
fix the rate on that. As you see in the United States 
there is a dispute as to what goes into capital. So 
there would be here, and as the writer of that article 
said, it would be years before the matter could be 
determined. I have been in a very small rating case 
determining the parochial value, the value for rating 
purposes of a little bit of railway in one Union, and 
it took weeks. Sir John Simon was with me in the 
case; perhaps he contributed to the length of the 
Inquiry. To value all the railways in this country 
seems to me absolutely folly, and it means more, 
it means pooling to begin with and nationalisation 
to end with. 

Mr. Acwortli : May I take you to the thing you 
say you approve of, what Sir George Beharrell stated 
about cartage. You agree it should be cost profit. 

Mr. Balfour Browne : Yes. 

Mr. Acwortli : Cost, you will agree, includes the 
cost of interest on the capital invested in the motor 
lorries, horses, and carts. 

Mr. Balfour Browne : Certainly, so long as it is 
reasonable. If they had a Lord Mayor’s coach to 
draw me I would not allow it. 

Mr. Acwortli : Do you imagine if this tribunal or 
any similar tribunal were investigating what was a 
proper sum to allow the London and North-Western 
Railway to charge for cartage from Broad Street, 
they would attempt to value the Loudon and North- 
Western Railway’s individual horses end carts. 

Mr. Balfour Browne: A Tribunal could not do it. 
I think, if it is trading in a proper way, it would 
be kept at a proper charge, by competition with 
Messrs. Pickford. 

Mr. Acwortli : Would not the fixed price be what 
the average man could do the job for? 

Mr. Balfour Browne : Certainly, very likely kept 
down bj 7 competition. 

Mr. Acwortli : Cannot you similarly take a sort 
of average price over the railway? 

Mr. Balfour Browne : No, I do not think so. 
Leaving out now cartage because you have dealt 
With it and I have agreed with your proposition, 
I think the next matter they have to deal with is 
terminals. I can dispute the terminals and they have 
to be fixed by a Tribunal. I can go before the Rail- 
way Commissioners under Section 15 of the Act of 
1873 and say they are charging me too much] and 
the Railway Commissioners have to fix the terminals, 
and in fixing the terminals the Commissioners would 
be bound to consider the capital cost, especially as 
the capital cost of the terminal stations has been 
Very large. It is only one step further ; I ask and 
sav, I want to know what you are charging separately 
for the conveyance. Fix that if you like upon a 
similar basis, cost including capital plus profit and 



I am content. But the claim of the railway com- 
panies' is not that. Look wha't it means by the 
illustration that Mr. Acwortli has himself given. 
Fix 51 or 6 per cent, dividend; what would be the 
result on the Great Central Railway?* It gets 
nothing just now. How are you to get it? With 
these rates you would not increase their traffic, so 
that the real effect is you would have to take it out 
of the London and North Western Railway and the. 
other companies. You have to pool, that is the 
result of this proposal. The American proposal is 
clearly a pool. Pooling and the amalgamation in 
these large units, such as they have in the United 
States, is the first step towards nationalisation. 

Chairman : If I remember rightly, in the article 
you have just read, which 1 have not seen in that 
paper but elsewhere, it goes on to state in America 
they do not pool, but if the effect of the rate is 
that a loss falls on somebody it must stay and if 
a big profit for somebody else he gets it. 

Mr. Balfour Browne : I was upon the Railway Con- 
tention as to what shall be taken into consideration 
as a principle of fixing rates — they say capital or 
value. How have the Railway Commissioners dealt 
with the question of reasonableness under the Act 
of 1894? Have they considered capital? No. As 1 
am not here in the capacity of a lawyer I will not 
quote cases, but under that Act — even ill some of 
the cases they went to the Court of Appeal — the 
Commissioners have considered the expense of the 
performance of the services by the railway companies. 
That was in the North Staffordshire Coal Owners v. 
The North Staffordshire Bailway, reported in the 
King’s Bench Division, page 771. In another case, 
the Society of Coal Merchants and the Midland Bail- 
way Company, the trouble, the expense and the 
responsibility of rendering the services are elements 
in determining the reasonableness. In one other case 
the main element of reasonableness is the expense to 
the carrier. Would anybody tell me if you fix actual 
rates upon either capital or vaTue how any question 
of that sort comes in at all ? I, as a railway share- 
holder, say I am to get my 5J per cent, out of these 
rates. You have nothing to do with that question, 
and the railway companies have said it. It is no 
use, they say, considering cost to the railway com- 
pany or value of the service to the trader. These are 
the decisions of the Railway Commission. 

Mr. -Jepson: Has not it always been considered 
rather incongruous, from the point of view of railway 
lawyers, that while rates have been based on some- 
thing more than cost of the service, such things as 
the value of the commodity carried, yet when you had 
to justify an increase in rating you had to justify an 
increase in cost only? 

Mr. Balfour Browne : It seems an anomaly. 

Mr. J epson : It has been always agreed that it 
has been an anomaly. 

Mr. Balfour Browne : I think what the Commis- 
sioners meant was cost in the sense I have been 
putting it, which includes something for the capital, 
because they say in one of these cases, the trouble, 
the expense and the responsibility. The responsi- 
bility must mean practically not only that you run 
a risk of losing the goods and having to pay, but 
you may be also an insurer of goods. All that, 1 
think, is reasonably considered, but to some extent 
it would be wrong to say these are to be left out of 
consideration altogether, as the railway companies 
say. You must consider the cost and not merely 
confine your attention to the one question of capital 
or value. 

Mr. Martin : I take it for all the railway com- 
panies to go on they must make money, get some 
return . 

Mr. Balfour Browne : It is a beautiful theory in 
life, but some of them do not. 

Mr. Martin : They do not ? If they do not they 
would go out of business. 

Mr. Balfour Browne: What are you to do? If 
you tell a poor man he ought to have a good salary 
he agrees with you, but how is he to get it? 
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Mr: Martin : Suppose the railway companies do 
not get any return for the work they do, are they 
to disappear; what is going to happen? 

Mr. Balfour Browne : Apparently they do not dis- 
appear. I purposely do not mention any particular 
railway, but take the London, Chatham and Dover; 
it does not seem to disappear. 

Chairman : We are aware that it does make suffi- 
cient to pay only the cost of the interest on deben- 
tures and interest on priority shares, so that it is 
getting some interest on capital. 

Mr. Martin : Would it be to the interest of this 
country if any railway company were allowed to 
disappear ? 

Mr. Balfour Browne : I think it would be against 
the interest of the public that any railway company 
should disappear. It would be against the in- 
terest of a railway company to guarantee, what I 
have ventured to call without offence a bankrupt 
company, 5j or 6 per cent. 

Mr. Martin: I do not think anybody has pro- 

posed 51 or 6 per cent. Has anybody? 

Mr. Balfour Browne : Yes. I do not know that 
they have proposed the amount, but that is what is 
being allowed in America and that it what Sir Eric 
Geddes in his address brought before the Institute 
of Transport. 

Chairman : You have a newspaper report of what 
was said? 

Mr. Balfour Browne : It is only “ The Times ” 
report. 

Chairman : I do not think anybody has put for- 
ward as a serious proposition that there should be 
to each railway company 51 per cent, on its nominal 
ordinary capital. The expression, “ interest on 
capital,” which is used freely in connection with 
America as well as here, and a certain percentage 
does not mean to say to pick out each company and 
secure to it that rate per cent, upon the face value 
of its ordinary capital. 

Mr. Balfour Browne: I did not mean to lay stress 
on the exact figures. It was only used as an illus- 
tration. What is to occur? Take one company 
that, lias not paid anything. You are going to say, 
I will take your capital and allow you something on 
it. 

Chairman: I am not going to say so, and as far 
as I am aware nobody else has said it. 

Mr. Balfour Browne: The railway companies say 

it. 

Chairman: Indeed, they do not. 

Sir Lyr^dcn Macassey : They do not say it. Their 
letter is Before you. 

Mr. Balfour Browne : I am sorry to take a different 
view from you. “Lastly, and most important of all, 
remains the question of the principles and con- 
siderations which are to guide the companies in 
fixing, and the responsible authority in approving or 
disapproving rates.” The first is the companies fix- 
ing and secondly you approving or disapproving. It 
is submitted that the governing consideration must 
be mainly commercial and not legal, that this should 
be made clear from the outset, possibly in the form 
of a Statutory Declaration. But something more 
than that will be required by way of definition. A 
company’s rates and fares should be such as in the 
aggregate will normally yield an adequate, but not 
an excessive return on its capital value. 

Chairman: No, you have missed out “ordinary.” 
The railways are making a fair statement; they have 
qualified it with two or three words. First of all 
they say it is to be in the aggregate, secondly, 
normal, and thirdly, they give the alternative so as 
to prevent injustice, that in the one case it might 
be capital and in the other case it might be value. 
Take the East London Railway which is not on the 
market so to speak. Its capital does not fairly repre- 
sent its value, and the railway companies in writing 
this letter have put a fair position there. 

Mr. Balfour Browne: It is capital or value. I 
thought I had dealt with both. But take a company 
tiiat has paid nothing, how are you going to give 
it a reasonable and not excessive return on its 
capital ? 



Chairman : They have an alternative of value and 
where it would be unfair to act on capital the railway 
proposal, which does not pretend to be defined or 
reduced to particulars, would give the alternative of 
saying, “ Here is a company whose capital has been 
wasted, it is no longer in existence. We will take 
that case upon its value.” I do not think anybody 
has put forward the absurd proposition that the East 
London Railway Company for instance, should be 
guaranteed 5 or 4 per cent, or anything else upon its 
ordinary capital. 

Mr. Balfour Browne : They not only do that, hut 
they say it is essential that it be made clear. In a 
way that will render it incumbent upon those upon 
whom the decision of the validity of the rates 
depends to make this rule their governing considera- 
tion. I do not see how it is to be done without 
taking it out of other people’s pockets, allowing, 
.say, upon the effective capital of the Chatham and 
Dover a small percentage, say three per cent. Where 
is it to come from ? From the traders of that district. 
At present they are charging the same rates as all 
the other companies, and it would be something on 
the top of the present rates. I do not understand it. 

Chairman: I think we shall get on much quicker 
and better if you will develop your ideas instead of 
combating other people’s. When the railway com- 
panies put forward such an absurd proposition we 
will consider it. 

Mr. Balfour Browne : I will pass from it by reading 
one other paragraph, because the railway companies 
see the whole difficulty just as I have been trying 
to present it to you. Further down they say as to 
the difficulty of fixing rates, “ But, speaking gener- 
ally, and limiting the observation for the moment to 
companies which, before the period of the Government 
control have paid a fair dividend and been able to 
raise capital for improvements and extensions upon 
reasonable terms, it is essential that any schedule of 
rates or a limitation upon charging powers in the 
future should carry with it the authoritative recog- 
nition of the general principles outlined above.” 

Chairman: That seems to show that they are 
exceedingly moderate in their statement. 

Mr. Balfour Browne : It may he. It means this 
principle can only he applied to companies that have 
earned a fair dividend or raised money at a reason- 
able rate. What you want to get at, I understand, 
is a principle applicable to all railway companies. 

Chairman : That we hope to. 

Mr. Balfour Browne : Not merely to those which 
have earned a fair dividend. Sir, I think really I 
have said all I desire to say upon what I think is 
the main matter between us. I claim that cost to 
the railway company and value of services ought to 
be considered. I understand, although it may be a 
reasonable statement, that they desire really to have 
their dividend guaranteed. 

Mr. Acworth: Tell me, what is cost? Cost of 

what? Cost of hauling one ton of coal or all coal 
or cost of hauling that traffic or what? 

Mr. Balfour Browne : I think the cost upon the 
railway. For instance, taking the simplest case of 
all, cost of cartage. 

Mr. Acworth : No, I would rather you took it on 
the railway because cartage is mixed up. 

Mr. Balfour Broivnc : I will take it from the cart 
into the station. The cost of the terminal station 
is spread over the number of tons that are dealt 
with . 

Mr. Acworth: That lias to he averaged. 

Mr. Balfour Browne : But it is graduated by the 
traffic. 

Mr. Acworth : It has to be averaged over that 
class of traffic. 

Mr. Balfour Browne. : I think so, then it would he 
so in the same way averaged over the different 
classes of traffic on the railway. I said to Mr. 
Jepson, it does not follow in considering cost you 
allow the same amount of profit upon every ton of 
goods. Some might justify a very small percentage 
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of profit because the .amount was very great. 
•Others might justify a larger percentage. 

Mr. Acworth : It is quite evident if I have a large 
passenger traffic, I can spread over the passenger 
traffic a considerable part of the cost of maintaining 
the road and the signalling and so on. 

Mr. Balfour Browne : Yes. 

Mr. Acwortli : Am I therefore to be required to 
■charge a lower rate for goods than another company 
that has a less amount of passenger traffic to share? 

Mr. Balfour Browne -. I think you can afford to 
■do it. 

Mr. Acworth : Am I to be- required to do it? 

Mr. Balfour Browne : I should have thought so. 
It costs you less to maintain the line for the goods 
traffic. 

Mr. Acworth : Once more we are to have a different 
rate on the London and North Western from the 
Great Eastern, say? 

Mr. Jepson: And once more you are to have com- 
petition. 

Mr. Balfour Browne : Unless you make the units 
Include both. 

Mr. Acworth : Which units? 

Mr. Balfour Browne : If you amalgamate suffi- 

ciently to include the London and North-Western and 
the Great Eastern and then probably it would be 
the same. I think, Sir, I have really said all I 
wanted to say about rhe general proposition as to 
how the rates generally should be fixed. 

Mr. J epson : Let us understand it quite clearly. 
Do you put it forward as the really considered opinion 
of the Federation of British Industries that there 
should be differing rates by different routes? 

Mr. Balfour Browne : We are in the difficulty that 
the railway company — I do not know whether these 
routes are all to be combined, but if they are to be 
separate, just as I say one shop may charge a 
different price for an article, the railway companies 
ought also to charge me a different rate for the 
service rendered. 

Mr. Jepson: I want to understand whether that is 
the considered view put forward? 

Mr. Balfour Browne : I believe that probably 
a very large amount of amalgamation will take place, 
and I instance the case of the United States, where 
they have made the unit 15,000 miles. 

Chairman: Assume there are two lines from the 
same point to the same point, Sheffield to London, 
which do not belong to the same system, the 
Federation advocates there should be a different rate 
charged on the two different lines. 

Mr. Balfour Browne : In that case the traders of 
this country would have the benefit of the competition 
for which the actual lines were constructed. 

Chairman: They would carry .always by the 

cheapest one. 

Mr. Balfour Browne : Not necessarily at all, be- 
cause if the cheapest one was doing a very large 
amount of traffic it might be congested, and then 
they might send by the dearer. 

Chairman: I want to ask this further question: 
Are these rates to be fixed so that a direction will be 
given to the railway companies to charge them, or 
will they have the option to reduce them at their 
will? 

Mr. Balfour Browne: In many cases I think there 
ought to he an absolute obligation upon the railway 
companies to charge the actual rates which have been 
fixed by the tribunal. 

Chairman : In this particular case we are discussing 
from Sheffield to London, assuming that the Great 
Central had been an unfortunate railway in the past, 
a lower rate would be fixed for the Great Central, and 
the Midland and London and North-Western would 
be prohibited from coming down to that rate. 

Mr. Balfour Browne: Yes. 

Chairman : The Great Central would be very 

grateful. 

Mr. Balfour Browne : I think they would be, pos- 
sibly. Even actual rates are subject to what you 



have been talking of, exceptional rates, and they 
might be exceptional rates in- that particular case. 

Chairman : What is the good of altering the prin- 
cipal rate, if you are allowed to put in exceptional 
rates ? 

Mr. Balfour Browne : You pointed out that the ex-, 
ceptional rate had been fixed in relation to 

Chairman : Of course they have. I asked you just 
now whether the London and North-Western and the 
Midland would be prohibited from putting down then- 
rate so as to be the same as the Great Central, and I 
understood you to say yes. They would charge the 
rate fixed by the tribunal. 

Mr. Balfour Browne: I have not suggested any 
limitation to your power to reduce rates. 

Chairman : I misunderstood you. 

Mr. Balfour Browne: It is not that we are afraid 
of ; it is the increase. Ypu have said there have been 
exceptional rates fixed on water competition. Why 
should not the railways compete? 

Chairman : I was asking what it is the Federation 
advocate. I was not arguing what was desirable. 

Mr. Jepson : I rather understand this from what 
Mr. Balfour Browne says now. It is the desire of the 
Federation of British Industries to have the lower 
rates fixed by the non- successful companies, knowing 
that in the end, of course, the other companies that 
carry in competition with them, those that have been 
successful, will have to reduce their rates to the same 
level if they are going to get any of the business. I 
do not know whether that is the ulterior motive. 

Mr. Balfour Browne : That is probably what was 
intended by Parliament when they allowed the com- 
petition. 

Chairman : When it allowed the competition it did 
not oi der any of the companies to charge less because 
it had been unfortunate in the past. 

Mr. Balfour Browne-: It is always the case. There 
are certain men in dvery line of life who, if poor, may 
take smaller fees. 

Chairman : That is voluntary. This is a case where 
you suggest that on the Great Central, taking the 
instance we have given, compulsorily the rate should 
be put down because it had not paid dividends in the 
past, and therefore you have from Sheffield to London 
a compulsorily reduced rate in regard to the Great 
Central The London and North Western and the 
Midland would, by force of competition, have to come 
down to that rate, although it had been recognised 
by tlu Tribunal that they were entitled merely to 
charge a higher rate. 

Mr. Balfour Browii e : With the non-compulsory 
reduced rate of to-day they do not seem to he able to 
make it pay. 

Chairman : I do not follow. Who does not seem 
able to make it pay? 

Mr. Balfour Browne . They are charging the agreed 
rates, agreed between the three routes, the Eastern 
route, the Western route, and the Midland route.. 
They are charging the agreed rates and they cannot 
make it pay. 

Chairman: Do not they pay? Do not railway com- 
panies pay? 

Mr. Balfour Browne: The Great Central does not. 

Chairman : But the other two do. 

Mr. Balfour Browne-.' I am speaking of the Great 
Central. The Great Central wants to pay and if 
you fix a fair rate for the Great Central it might b© 
possible that the shareholders in other companies by 
reason of the competition lost, hut why should *not 
they? Why should there be no competition? 

Chairman ~ I am afraid we have not got to under- 
stand each other. Now I understand you are going- 
back to say that the London and North Western arid 
the Midland would not he allowed to compete. The 
other companies are first of all to have that rate fixed 
by reason of the fact that they are. entitled to it upon 
general principles and then another 1 company is to 
have its rate put down so as to take from the London 
and North, Western and the Midland that which you 
have said they were entitled to charge. 

Mr. Balfour Browne : Both rates would h© very 
much the same if they were fixed upon cost and there 
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would not be this cut-throat competition that exists. 
What I object to is that all competition has been put 
an end to by the agreement on rates. The Great 
Central of to-day is really practically a losing com- 
pany while the other companies are apparently 

Chairman : You must not carry these things too 
far. Before 1 became a member of this Committee, 
I used to- be a shareholder in the Great Central 
Railway, but I have parted with my shares. I used 
to get my dividends. It is true, they were called 
Preference shares, but the dividends were paid. 

Mr. Balfour Browne : I venture to congratulate 
you, but I think it cannot have been Ordinary Stock. 

Chairman : It was not. They were Preference 
shares. They have a very large capital in Preference 
shares, and that Company, I am glad to say, did 
continue to pay its dividends on its Preference shares 
and is doing it now. 

Mr. Balfour Browne-;. I see Great Central Pre- 
ferred Ordinary. 

Chairman : It was not upon the Ordinary. The 
Ordinary did not pay dividends. 

Mr. Balfour Browne: This is Preferred Ordinary, 
and it stands, it is a £100 share, I suppose, at 
£12 15s. to £13 5s. 

Chairman-: That does not prevent their paying 
dividends on the Preference shares. 

Mr. Balfour Browne : It has paid no dividends for 
tile last three years. 

Chairman : That is the Ordinary. On the Pre- 
ference share they did pay dividends. 

Mr. Balfour Browne: very likely. That is not the 
case with all companies, some are paying very well. 
It is a curious thing that even great companies’ 
shares can be bought to pay 8 and 9 per cent, to-day. 
That shows the value of some of them. 6 per cent, 
or 5^ per cent., or whatever it is to be, would not 
be the real measure of value. 

Now, Sir, I said upon all the minor matters I prefer 
very much to leave it to the practical traders, I 
have been far too long in discussing what I think 
are the main principles. With regard, for instance, 
to the cumulative rate we are agreed with the rail- 
way companies that there ought to be a larger rate 
for the first 20 miles, but that when it goes on, 
probably here we differ, to another company’s line 
that new company should not be allowed to oharge 
the higher rate which it is not entitled to. 

Chairman : I think the railway companies are even, 
going to concede that. 

Mr. Balfour Browne: I think upon these minor 
matters we are at one. I do not say that a Short 
Distance Clause is wrong. I think there are expenses 
in connection with the beginning of a journey which 
can be wiped out if you have a very long one, But 
which cannot if you run 3 or 4J miles. It is not 
quite right logically, because under the Short 
Distance Clause they mix up the short distance to 
some extent with terminals, and say that it shall 
he three miles short distance if there are two ter- 
minals charged, and 4J if one terminal is charged, 
and 6 if no terminals. Tlier^ should he something 
in the nature of a Short Distance Clause. 

With regard to another matter you mentioned, 
Owners’ Risk Rate and Companies’ Rate, that ought 
to he settled in the way you suggested, and I do not 
want to say anything upon it. I hope we shall he 
able to agree; in principle we think that is right. 
Then there is one thing we are very anxious about, 
and it is a matter of principle. The railway com- 
panies seem to -think that they should be enabled to 
■charge as at present a lump sum for all they do. 
We entirely dissent from that. As I understood from 
Sir George Beharrell to-day he would separate 
■cartage. I am, not quite sure I am right, because 
I did not hear very distinctly what he said. If so, 
we will go with him, but beyond that we want to 
have an absolutely separate statement, whether it is 
upon the companies’ basis or upon our basis, and 
how much is charged for actual conveyance and how- 
mucli is charged for terminals, and we further want 
this, that when a terminal is allowed it ought to he 
■charged. At the present time if I have a siding 
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close to a station and am sending goods 100 miles 
to another man who uses the station, the rate may he 
by the railway company exactly the same; I go to the 
railway company and say, “ But I have a siding 
of my own, I have not used the station, and I have 
not had my goods loaded or unloaded like my rival 
in trade.” The railway company say to me, ” That 
does not matter, our maximum rate for the 100 
miles was 20s.” — I am only giving absurd figures — 

“ hut we are as a fact only charging 10s., and we 
are not charging that rival anything for the station, 
or anything for the unloading, and you are not 
entitled to a rebate at all.” I entirely object to 
the system of rebates, I do not want to pay money 
to the railway company and then have it paid back. 
As a fact it never comes back in the same quantity, 
because as the railway companies sav they want to 
give me a rebate equal to the saving to them of the 
use, for instance, of their station. Suppose I have 
that siding and I do not use their station, what 
saving is it to them if I do not use the station? 
None, they say; there is the station and the capital 
cost is involved and all that you have done is not 
to run over the rails. I want to know what 
I am charged and to be charged at, and I 
think the publicity of the separation of those 
rates and the publicity which should be given 
in the rate book to their charges would he a very 
great gain to the traders of this country. May I 
say that I entirely agree with Sir George Beharrell 
as to private sidings. Private sidings should be 
worked in connection with the main line, but if the 
private siding owner asks the railway company, or 
requires the railway company to do any work in 
connection with their traffic at that siding, that 
ought to be paid for, and if there is a dispute I 
think it will go to the trade tribunal that I set up. 
At the present time, as yon know there is a provision 
in the Provisional Orders under Section 5 — the pro- 
vision at the present time is under the Rates and 
Charges Order Confirmation Act, 1891 — I am reading 
from the London and North-Western Railway, “ The 
railway company may charge for the services here- 
under mentioned, or any of them, when rendered to 
a trader at his request or for his convenient’ a reason- 
able sum bj r way of addition to the 'tonnage. 
Any difference arising under this section shall 
be determined by an arbitrator to he appointed by the 
Board of Trade.” The way that that latter part has 
been interpreted is that the Board of Trade now 
appoints Railway Commissioners, although it was 
clearly intended to he an arbitrator, hut the first part 
is apparently what they wish to continue. If working 
in conjunction with a siding, services rendered by a 
company at or in connection with sidings not belong- 
ing to the Company, they want to have a reasonable 
sum if the services are rendered at the traders’ request- 
or for his convenience. I have not the least objection 
to paying a reasonable sum if it is at my request, or 
if a tribunal determine that it is for my convenience, 
hut I object entirely to the railway company deter- 
mining that anything is done for my convenience if 
it is not. 

Chairman: If that is a break in your argument, 
Mr. Balfour Browne, I. think we will adjourn, now 
until to-morrow? 

Sir Lyndon Macassey : Sir, before you adjourn, 
may I ask for the information of the railway com- 
panies what your future arrangements are, and 
upon what days of the week you suggest sitting? 

Chairman: We propose to sit to-morrow, Wednes- 
day, Thursday, and Friday, and then if it is still 
necessary to sit in the following week, Tuesday, 
Wednesday, and Thursday. 

Sir Lyrtden Macassey : It would he possible to 

conform to your proposal for next week, hut Friday 
is a very difficult day for the railway companies’ 
officers to he in London. 

Chairman : We want to get on. 

Sir Lynden Macassey : We appreciate that desire 
and we want to help you, but Friday is a very 
difficult day, and I rather anticipate on Friday it 
will be necessary, if you sit, for a good many of the 
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railway officers to be here. If you could make it 
Tuesday, Wednesday, and Thursday this week, and 
the same next week, it would be a very great facility 
to the railway companies. 

Chairman : Mr. Jepson is supporting you. If any- 
body is making any objection to it, we will do so, but 
you realise that it is our desire to get on with this 
as quickly as possible, in everybody’s interest, in 
order that we may make our Report to the Minister, 
because until we learn from him whether he accepts 
our Report or not, we can hardly get on to the next 
stage. We do not yet, for instance, know how many 
classifications there may be. Everybody seems to 
be at one in deciding that classification is the proper 
way of proceeding, but it may be urged that eight 
are not enough, and there ought to be sub-clauses. 
We could not go into that until we know, first of all, 
what we recommend, and, secondly, whether the 
Minister accepts our recommendations. 

Sir Lynden Macassey : Speaking for the railway 
companies, we have the desire for expedition well 
before our minds, and we shall endeavour to give 
you every possible assistance in that direction. 

Chairman : I believe ft is a fact that on the 
traders’ side the question of classification is being 
looked into, not decided, but they are getting ready 



to deal with it, and I hope the railway companies- 
will bear that sort of thing in mind, that if there 
is any matter in connection with classification which 
they can get on with, it is very desirable that they 
should. I mean this sort of thing. You do not know 
what the classes are going to be, but you may know 
that such and such an article is in too high or too 
low a class, and you can get ready for the considera- 
tion of that point. 

Sir Lynden Macassey : We will do what we can 
in that direction, but until the concrete proposals- 
are put forward by the traders it is very difficult 
to construct a proper proposal to submit. 

Chairman : You could not at present construct 
one, but there may be matters which the goods- 
managers will think of and would like to consult each 
other upon, so as to be preparing to be ready for it. 

Sir Lynden Macassey : I am very much obliged to' 
you, sir. 

Mr. Boland Woods : Sir, I understand from the' 
point of view of the traders that there would be no 
objection to jmur rising on Friday if that is your 
wish. 

Chairman : Thank you. I think we will not sit 
this Friday. We will sit on Tuesday, Wednesday 
and Thursday this week and next week. 



( Adjourned to to-morrow morning at 11 o’clock.) 
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